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BUDGET SPEECH 


DELIVERED BY 


HON. DONALD M. FLEMING 


MINISTER OF FINANCE 


HOUSE OF COMMONS, TUESDAY, APRIL 10, 1962 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. Donald M. Fleming 
Finance) moved: 


(Minister of 


That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means. 


He said: Mr. Speaker, this evening I present 
my sixth budget. There were as well the fi- 
nancial proposals introduced on December 6, 
1957. Each has been designed to serve a long 
range goal; each has been fashioned also to 
meet the needs and conditions of its own 
time. The goal I defined in these words: 

The abiding goal of our fiscal policy is the 
maintenance of a sustainable rate of growth in 


terms of employment, development of resources, 
and a sound dollar. 


Budgets are normally annual. The fiscal 
program for the year must be adapted to 
existing economic conditions. These in an 
open dynamic and sensitive economy like 
Canada’s are always changing. Flexibility 
must therefore characterize our financial pro- 
grams. Adaptation has marked our annual 
budget programs in these past five years, 
adaptation to conditions, adaptation to change. 

Je suis heureux de signaler que les cir- 
constances dans lesquelles se présente ce 
budget du Canada sont une prospérité gran- 
dissante, un nombre accru d’emplois, de plus 
grandes possibilités et une rapide croissance 
économique. La politique énoncée dans ce 
budget demeurera expansionniste, adaptée a 
la conjoncture économique nationale. Telle 
est la note dominante de mon discours. 


I am happy to report that the circumstances 
attending this Canadian budget are rising 
prosperity, more jobs, greater opportunities, 
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and rapid economic growth. The policy ex- 
pressed in this budget will continue to be 
expansionist, suited to our national economic 
circumstances. This is my keynote. 


GOVERNMENT ACCOUNTS 1961-62 


The financial transactions of the govern- 
ment for the fiscal year which ended on 
March 31 are set forth and analyzed in detail 
in the white paper which was tabled and 
published yesterday. I need therefore refer 
to them only briefly this evening. The figures 
presently available are, of course, subject to 
some changes, since many payments must still 
be made and the final figures will not be 
available until the accounts for the year have 
been closed and audited. 

In my last previous budget ten months ago 
I forecast revenues for the fiscal year ended 
March 31 at $5,765 million. Our current 
estimate is $5,772 million, an increase of $7 
million, within one eighth of one per cent of 
the forecast. Expenditures which were fore- 
cast at $6,415 million have turned out to be 
$6,563 million, an increase of $148 million, 
or 24 per cent. More than four fifths of this 
excess is due, however, to events and policy 
decisions which could not have been foreseen 
when the earlier budget was presented. There 
has been an increase of $40 million in defence 
expenditures resulting from policy decisions 
made and announced at the time of the Berlin 
crisis last August, and the abnormally low 
crop yields on the prairies required an in- 
crease of $40 million in statutory disburse- 
ments under the Prairie Farm Assistance 
Act and resulted in the decision in this present 
session to provide further payments of $42 
million to western grain producers. Apart 
from these three items expenditures for the 
past year were about $25 million, or two fifths 
of one per cent higher than originally forecast. 


The budgetary deficit for the year just 
ended is thus $791 million, or $141 million 
greater than last June’s estimate, due to the 
cost of the unforeseen events to which I 
have just referred. These additional costs 
received the unanimous approval of the house, 
except perhaps for certain hon. members who 
argued that they should have been consider- 
ably greater. 

Our non-budgetary receipts and disburse- 
ments have differed considerably from the 
figures I put forward in June, but it will be 
recalled that my June budget statement ex- 
plicitly excluded any forecast of unpredictable 
changes in the exchange fund. Last June I 
expected an over-all cash requirement of $980 
million. It now appears that our over-all cash 
deficit has been only $479 million. This reduc- 
tion of $500 million in our cash requirements 
is largely the result of repayments of more 
than $240 million from earlier advances to 
the exchange fund, a reduction of about $40 
million in the advances anticipated under the 
National Housing Act due to market sales by 
Central Mortgage and Housing Corporation 
of over $40 million of existing mortgages, a 
decrease in loans to Canadian National Rail- 
ways of some $40 million, and the repayment 
of $67 million of advances to the unemploy- 
ment insurance commission. As a result of the 
reorganization of the unemployment insurance 
fund to which I referred last June we have 
replaced cash advances to the unemploy- 
ment insurance commission by the purchase 
of its former portfolio and by redemptions 
from its holdings of non-marketable bonds. 

In conformity with the Old Age Security 
Act I should also report to the house the 
current position of the old age security fund. 
Details of this are set forth on pages 86 and 
87 of the white paper. In brief, the revenues 
of the fund under the statute for the past 
year have been $649 million, the pension pay- 
ments including the increase to $65 a month 
effective February 1, 1962, have totalled $625 
million resulting in a surplus for the year of 
$24 million. There was, however, an outstand- 
ing loan to the fund by the Minister of 
Finance of $17 million a year ago. This was 
repaid, leaving a surplus of $7 million. 

For the new fiscal year, 1962-63, total 
benefit payments under the Old Age Security 
Act will be about $736 million, revenues under 
the act will be about $672 million which will 
result in a deficit for the year of $64 million 
and an accumulated deficit of $57 million. 
We shall be giving this subject further con- 
sideration in the light of future policy de- 
cisions regarding social welfare pension plans 
following the present consultation with the 
provinces as to a constitutional amendment to 
permit parliament to legislate a contributory 

(Mr. Fleming (Eglinton).] 


plan with survivors’ benefits. Studies in rela- 
tion to portability of pensions also are being 
actively pursued. 


ECONOMIC REVIEW 


It is a source of satisfaction to be able to 
report to the house, first, that the Canadian 
economy is experiencing healthy expansion; 
second, that this expansion is considerably 
more rapid than in the last similar period 
and that our international trade and pay- 
ments are in better balance than they have 
been for many years; third, that measures 
taken by this government are contributing 
constructively and decisively to these devel- 
opments; and fourth, that given continuation 
and adaptation of these measures this new 
fiscal year, we have good reason to expect 
substantial further economic growth and pros- 
perity. 

The increase in levels of economic activity 
during the course of 1961 has indeed been im- 
pressive. The gross national product, ex- 
pressed at annual rates, increased from the 
first quarter of the year to the fourth quarter 
by $2.4 billion, a gain of 7 per cent. From 
March to December 1961, the index of indus- 
trial output rose by more than 9 per cent. By 
the year end it was nearly 5 per cent higher 
than it had ever been before. Particularly 
sharp increases were achieved in the output 
of certain types of heavy industry. For ex- 
ample, production of steel ingots in 1961 
was 12 per cent greater than in 1960, and 
reached a record high of almost 6% million 
tons. Over the past five years output of 
this basic product has increased by 23 
per cent, and the capacity of the entire 
industry has been expanded, broadened and 
diversified. Today this industry is meeting 
more of our domestic needs. In 1956 Canadian 
producers supplied 70 per cent of our steel 
requirements; since then this proportion has 
risen to approximately 80 per cent. A wide 
range of primary and secondary steel products 
previously supplied from abroad, such as 
heavy steel shapes and large diameter pipe, is 
now being produced in Canadian mills. Our 
exports of steel products have also been higher. 
This is but one example of the many indus- 
tries in Canada which have been progressing 
and developing notwithstanding the chang- 
ing world economic environment. 


Mining output, too, has reached new peaks, 
rising sharply in the course of the past year. 
The largest increases have been in the pro- 
duction of nickel, asbestos, natural gas and 
petroleum. 

Exports of Canadian goods rose sharply in 
1961, and in the fourth quarter of 1961 reached 
a level of $6,256 million, seasonally adjusted 
at annual rates, 19 per cent above the level 
achieved in the fourth quarter of 1960. The 


house is well aware of the success which has 
crowned our efforts to expand sales of agri- 
cultural products, especially wheat. But the 
house may not be fully aware of the substan- 
tial increases which have taken place in 
sales abroad of other Canadian products such 
as livestock, cotton textiles, industrial ma- 
chinery, electrical apparatus, petroleum, 
nickel, basic plastics, asbestos and chemicals. 
The increases in the exports of these prod- 
ucts in 1961 over 1960 have exceeded $150 
million. 


In response to the quickened tempo of eco- 
nomic activity in 1961, employment increased 
substantially. In 1960, when all of the gain 
in employment took place in the service in- 
dustries, women accounted for most of the 
increase, but in 1961 increased employment 
in manufacturing was particularly significant 
and it involved a substantial growth in male 
employment. In February 1962 there were 
196,000 more people employed in Canada 
than a year earlier, and of these 164,000 were 
men. Accordingly there was a significant drop 
in the rate of unemployment, particularly 
among men. 


Largely as a result of this increase in 
employment labour income increased mark- 
edly during 1961. Over the eight months from 
April to December 1961, the, increase in 
labour income equalled that of the 15 preced- 
ing months. Business profits increased sharply 
as well, and by the fourth quarter of 1961 
had reached a new peak of $3.8 billion, 4 
per cent higher than ever before. 


Increased incomes encouraged increased 
consumer spending which rose by over $800 
million during 1961. By the end of 1961, the 
level of consumer spending was nearly 8 per 
cent higher than it had been at the previous 
peak of business activity. 


This acceleration in the tempo of our 
economy is highly gratifying. The rate of 
expansion during the last nine months of 
1961 was more rapid than in comparable 
stages of the preceding cyclical advance in 
1958. During the first nine months of the 
previous expansion the volume of non-farm 
output increased by only about 3 per cent. 
During the first nine months of the present 
expansion, the increase has been almost 5 per 
cent. The expansion which we have enjoyed 
in 1961 has already taken the volume of 
non-farm output to a level 4 per cent higher 
than the previous peak. By a similar point 
in the previous expansion the volume of 
non-farm output was about 14 per cent above 
its previous peak. 

All too often in the past a resurgence in 
economic activity has been accompanied by 
substantial increase in prices. Happily, this 
has not been our experience in 1961. During 
the last nine months of 1961 the consumer 
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price index increased by only half of 1 per 
cent, while in the comparable period of the 
previous advance it went up by 14 per cent. 
Having in mind our very proper concern 
over the dangers of inflation I am sure 
the house and the people of Canada will 
welcome such striking evidence of price 
stability. 

A little earlier, Mr. Speaker, I outlined 
the substantial growth in exports which was 
achieved in 1961. Imports of goods increased 
in 1961 by 3 per cent amounting to $5,717 
million with most of the increase occurring 
in the later months of the year. A _ sub- 
stantial increase in imports is quite normal 
during a business upturn. But contrary to 
previous experience, exports have increased 
much more rapidly than imports. As a result 
we were able to achieve a sizeable trading 
surplus on merchandise account totalling 
$179 million. This is the first favourable 
balance of trade of any consequence that this 
country has achieved in the last ten years 
and is in contrast to a record deficit on 
merchandise account of $728 million in 1956. 
This improvement in our trade position was 
more than sufficient to offset an increase in 
our deficit on non-merchandise account. Con- 
sequently the total current account deficit 
in the balance of payments was reduced to 
$989 million in 1961. This represents a 19 
per cent reduction from the deficit in 1960 
and a 28 per cent reduction from the deficit 
in 1956. In fact the deficit in 1961 was the 
lowest since 1955. 

The growth of our economy in recent years 
has revealed itself in a number of other ways 
besides the improvement in our balance of 
payments. In fact, Mr. Speaker, key economic 
statistics adjusted for normal seasonal trends 
show that our record is better than that of 
either of our major trading partners, Great 
Britain and the United States. From 1957 to 
the end of 1961 industrial production in the 
United States went up by 15 per cent, while 
in Great Britain it increased by 12 per cent; 
in Canada it grew by more than 16 per cent. 
During this same period total British exports 
rose less than 8 per cent and total United 
States exports less than 6 per cent; Canadian 
exports in the same period surged forward 
by more than 30 per cent. Employment in 
both Great Britain and the United States in- 
creased by about 3 per cent; employment in 
Canada grew by almost 8 per cent. At the 
same time prices increased less in Canada 
than in either Great Britain or the United 
States. 

This marked improvement in our economic 
situation has not happened by chance. In my 
budget speech last June I said that the cycli- 
cal recovery which was beginning to appear 


at that time was likely to be weak and un- 
satisfactory unless there was some positive 
government stimulus. I affirmed that an ap- 
propriate blending of fiscal, financial and com- 
mercial policies was required to impart an 
impetus to the economy, to employ unused 
productive capacity, to stimulate growth, to 
increase trade and thus to expand employ- 
ment opportunities for our people. Since then 
we have witnessed a major expansion. The 
vigour of the expansion that has occurred 
is due in no small measure to the blend of 
sound, strong policies we have introduced. 
While many of these policies have been di- 
rected towards particular situations of a 
specific nature, they have been part of a co- 
herent and co-ordinated approach to the 
broad objective of improving the perform- 
ance of the Canadian economy in both the 
short run and the long run. 


In the short run we had as our objective 
the expansion of domestic demand to take up 
the slack in the productive resources of the 
country. To this end we planned and incurred 
a substantial fiscal deficit. As I explained 
to the house in my last budget speech, by 
means of such a deficit the government places 
in the hands of the public more purchasing 
power than it draws from it. The increased 
demand thus generated encourages higher 
levels of production and employment. 

A deficit appropriate in size to economic 
circumstances such as we have confronted 
may result from a variety of fiscal measures. 
Tax cuts, increases in direct expenditures by 
the government on goods and services, and 
increases in transfer payments to persons or 
to other levels of government, may be used 
singly or in combination. This government 
has, as you know, made significant tax cuts 
in order to stimulate consumer demand. Gen- 
erally speaking there have been only moderate 
increases in total direct government expendi- 
tures on goods and services. Total expendi- 
tures on goods and services by the federal 
government have been a smaller proportion 
of gross national expenditure in 1961 than 
they were in 1956. Our most important con- 
tribution to the expansion of purchasing 
power, demand and economic growth, 
throughout the length and breadth of the 
country has been through increases in wel- 
fare payments and in transfer payments to 
provinces and municipalities. We have greatly 
increased payments to meet the needs of old 
persons, of veterans, of the unemployed. We 
have consistently chosen to augment the in- 
comes of these people. We have also provided 
large sums of money for the income main- 
tenance of both farmers and fishermen. Simi- 
larly, this government has greatly aided pro- 
vincial and municipal governments in finding 

[Mr. Fleming (Eglinton) .] 


the funds to provide adequate services in their 
areas of responsibility. Consequently we have 
given priority to their needs over increases in 
our own direct federal expenditures. Pay- 
ments out of the federal treasury to individ- 
uals increased by 65 per cent from 1,224 
million in 1956 to 2,014 million in 1961. Pay- 
ments out of the federal treasury to provincial 
and municipal governments rose over 130 per 
cent from 485 million in 1956 to 1,123 million 
in 1961. These increased payments provided 
a significant stimulus to the whole economy 
as well as enormous assistance to the other 
two levels of government in this country. 


The stimulation of demand is a desirable 
objective when there are pools of unused 
productive resources in the country. But in ~ 
the long run more is required than mere 
expansion of demand. People must steadily 
become more skilled and versatile in order to 
compete in this increasingly complex world 
of technological revolution. And they must 
have at their disposal modern plants and 
equipment, efficient transportation, abundant 
fuel and power, all provided at reasonable 
cost. Our policies have been designed to meet 
these requirements. In co-operation with the 
provinces we have encouraged and heavily 
financed basic and advanced training in tech- 
nical and vocational schools. We have greatly 
increased our financial assistance to universi- 
ties in support of higher education for a 
greater proportion of our young people. During 
the fiscal year ended March 31 we have spent 
on these programs alone about $80 million, 
four times more than was spent five years ago. 
As already announced, we shall be adding 
substantially to these contributions in the new 
fiscal year. 


Parallel to this policy of improving the 
technical skills of our people, we have en- 
couraged the modernization and diversification 
of our industry. Special capital cost allowances 
for re-equipment and modernization and 
double depreciation allowances for products 
new to Canada or new to designated areas 
of surplus manpower were introduced in the 
last two budgets to stimulate expenditures on 
plant and equipment. The establishment of a 
productivity council and the introduction last 
year of special incentives to private research 
are improving the output of Canadian in- 
dustry. Later this evening I shall be making 
further proposals to stimulate technological 
research and development. 

The government has pursued a vigorous 
policy of developing Canadian resources in 
all parts of the country. The national oil policy 
has, by providing markets for oil at home 
and abroad, brought about a substantial in- 
crease in production of this important source 
of energy. In recent weeks we have taken the 


initiative in exploring in co-operation with 
the provinces the technological problems of 
long-distance, high voltage transmission sys- 
tems for electric power. 


The establishment of a new federal Depart- 
ment of Forestry reflects the interest of the 
government in this valuable Canadian re- 
source and its determination to help in en- 
suring that Canadians will benefit to the 
maximum extent possible from the future 
growth of world markets in wood and wood 
products. Action has been taken to push the 
frontiers northward and to improve the op- 
portunities for exploiting the riches, partic- 
ularly the mineral resources, in our more 
remote areas. The roads to resources program 
and the recent legislation for the construction 
of the Pine Point, Gaspe and northern 
Manitoba-Optic lake railways are striking 
examples of the government’s vigorous effort 
in this field. 

In addition to these and many other projects 
which are already under way, the government 
has taken action which holds the promise that 
an extensive but well-balanced program for 
the development of Canadian resources will 
continue apace in the future. In October of 
last year, the resources for tomorrow con- 
ference held in Montreal provided a unique 
opportunity for an intensive survey and study 
of the potential for Canadian development of 
renewable resources. The benefits from this 
broad assessment of opportunities and chal- 
lenges will be felt increasingly in years to 
come as Canadians bend to the task of manag- 
ing our land, water and forest resources. As 
a first step in the government’s comprehensive 
approach, the Agricultural Rehabilitation and 
Development Act was designed to make the 
most effective use of our land, to raise the 
productivity of our agricultural resources, and 
to provide for rural adjustment and better 
income opportunities in rural areas. 

Measures related to the functioning of our 
capital markets have assisted Canadian busi- 
ness to find from domestic sources the capital 
necessary to expand both production and ex- 
ports. The wide expansion of activities by the 
Industrial Development Bank is now providing 
capital to small and medium sized business at 
the rate of $100 million a year. In the 1957 
fiscal year the bank approved 401 loans total- 
ling $30 million; in the 1961 fiscal year the 
bank approved 1,364 loans amounting to $71 
million. In the past three years ten new 
branches have been opened and the bank now 
has 16 regional offices doing business across 
the country. The new policy of guaranteeing 
term loans to small businesses by the chartered 
banks is rapidly achieving results. Export 
Credits Insurance Corporation has experienced 
a fourfold expansion of business over the past 
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few years. These are some of the results that 
testify to the vigour of the government’s 
measures. 


In addition, improvements in the field of 
debt management, combined with a policy of 
monetary expansion pursued by the Bank of 
Canada, have improved our capital markets. 
In spite of a large increase in the total 
demands on our capital markets last year, 
and in spite of a reduction in the inflow of 
foreign capital to supplement our own finan- 
cial resources, interest rates in this country 
are now lower than they were a year ago. 
The spread between interest rates in Canada 
and those in the United States has narrowed. 
Consequently the incentive to capital inflows 
has been considerably reduced. Later this 
evening I shall discuss in some detail our 
exchange rate policy and the beneficial results 
it is achieving. At this point I shall say only 
that, largely as a result of the reduction in 
the external value of the Canadian dollar, 
prices of Canadian goods are more competi- 
tive at home and abroad, and Canadian pro- 
duction is being effectively stimulated. 

In connection with these financial develop- 
ments I should like to express my warm 
appreciation of the assistance I have received 
from the Bank of Canada. At the time of 
Mr. Rasminsky’s appointment as governor last 
July he and I, in separate statements, agreed 
that a judicious and co-ordinated combination 
of monetary, fiscal and debt management 
policies was needed for the promotion of na- 
tional economic growth and close consultation 
in order to achieve that co-ordination of 
policies. Since his appointment the governor 
and I have held regular meetings at least 
once a week, and I have profited greatly from 
our exchange of views and information. 

Let me turn to the future, Mr. Speaker. 
Recent economic developments have been en- 
couraging, but we must not be complacent. 
We still have unused capacity in our industry; 
seasonally adjusted unemployment fell from 
7.8 per cent in February 1961 to 6.0 per cent 
in February 1962, but this gratifying reduc- 
tion must be earried much further; and our 
balance of payments position needs to be still 
further improved. The economic upswing 
which we are enjoying is strong, but we must 
not be content to assume that it will auto- 
matically carry forward to the point where 
our productive capacity is fully utilized. The 
co-ordinated policies announced last summer 
were good and our resulting progress has been 
vigorous. However, that progress has not yet 
reached a point where a fundamental change 
in approach is required, we must be careful 
to avoid a premature dampening down of the 
upswing which is under way. Fiscal policy 
must continue to provide stimulus to the 


economy and further specific measures must 
be introduced to improve the quality and 
quantity of our industrial output, thereby 
stimulating employment and income. There 
are matters to which I shall return a little 
later. 


The momentum of the upswing now under 
way, reinforced by the measures already in- 
troduced and by others to be announced to- 
night, will carry the level of economic activity 
in Canada to record heights. Assuming normal 
crops and no unforeseen adverse events, I 
expect that the growth in gross national prod- 
uct from 1961 to 1962 will be about 7 per 
cent. An increase of this magnitude has been 
exceeded only twice in the last ten years. 

Mr. Speaker, I had expected at this point 
to say something at length on the subject of 
international economic developments, but 
unless the house is prepared to extend the 
time of this evening’s sitting there will not 
be time for that chapter. 


[Editor’s 
page 33.] 
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MANAGEMENT OF THE PUBLIC DEBT 


During the present fiscal year we have 
introduced a number of significant changes 
in the management of the public debt which 
have lent strength and stability to the bond 
market. The fluctuations in market yields of 
government securities have been quite moder- 
ate, the trend of interest rates has been 
downward and the differential between yields 
on United States and Canadian government 
securities has been substantially narrowed. 
The results have been very beneficial to the 
Canadian economy. 

In the past twelve months total sales of 
new issues of government bonds have 
amounted to $3,451 million, of which $2,233 
million were market issues and $1,218 million 
were non-market issues, mostly Canada sav- 
ings bonds. On the other hand $549 million 
of market bonds matured and were paid off, 
$883 million were retired by advance re- 
funding, $486 million were acquired and can- 
celled prior to maturity, and $676 million of 
non-market bonds were encashed. The net 
result is that the outstanding amount of 
market bonds increased by $315 million and 
of non-market bonds by $542 million. Mr. 
Speaker, the table which I should ask leave 
to have printed in Hansard at this point con- 
tains the more detailed statistics of these 
issues and retirements. 


Mr. Speaker: Has the minister leave 
to incorporate the table just referred to at 
this point in his speech? 

Some hon. Members: Agreed. 

[Mr. Fleming (Eglinton) .] 


[Editor’s note: The table referred to above 
is as follows:] 


TABLE 1 
Bond Issues—Fiscal Year 1961-62 
(in millions of dollars) 
Market Bonds 
New issues 
less:= Matured’. 42.40% se 
Advance Refundings . 
Purchased and Cancel- 
led prior to maturity 


2,233 


Net increase 


Non-Market Bonds 
Sold to Unemployment 
Insurance Commis- 
SIO. wase cie eee ee ae 
Canada Savings Bonds 


315 


eee eee 


less: Redemptions 
Unemployment Insurance 
COmMmMiusSIOn aaa aia 
Canada Savings Bonds 


542 


857 


Mr. Speaker: Having regard to past experi- 
ence there may be other tables, and there 
might be an economy of time if the house 
would concur now in the incorporation of 
such other tables as the minister may intro- 
duce. Agreed? 


Mr. Chevrier: No, Mr. Speaker, I think we 
should see these tables. 


Some hon. Members: Oh, oh. 


Some hon. Members: Shame. 


Net Increase 


Total Increase 


Mr. Fleming (Eglinton): Let me say very 
simply, Mr. Speaker, that in the matter of 
economy of time the speech I have prepared, 
as I have indicated, could not be completed 
unless the house were prepared to extend the 
time of sitting, as I wish to make it a firm 
rule that there should be a reasonable time 
left for reply by the opposition tonight. 


Hon. L. B. Pearson (Leader of the 
Opposition): On that point, Mr. Speaker, the 
minister will know that we have already 
agreed to the extension of his time on this 
subject. When we talk about tables not being 
printed automatically in Hansard, of course 
if they are long tables they should go in, but 
if they are short ones naturally the minister 
would like to read them. 


Mr. H. W. Herridge (Kootenay West): Mr. 
Speaker, I would just like to say on behalf 
of this group that we will agree to the min- 
ister’s time being extended provided he agrees 
on behalf of the government to permit this 


budget debate to be continued tomorrow, and 
continued without interruption for six days 
as provided by the rules. 


Some hon. Members: Oh, oh. 


Mr. Fleming (Eglinton): In my budget 
speech last June I said that in order to avoid 
congestion in the long-term bond market we 
would for at least several months confine new 
federal issues to short-term bonds. During 
the past nine months we have issued no long- 
term bonds; $375 million ranging in term 
from 54 to 6 years were placed directly with 
the Bank of Canada, and the terms of all 
other market issues in no case exceeded 34 
years. This policy of not issuing long-term 
bonds has rendered important assistance to 
the provinces and municipalities and to cor- 
porations in meeting their long-term capital 
requirements. We intend to continue a debt 
management program that will promote a 
sound and orderly investment market and 
investor confidence. 


As announced in the June budget, we pur- 
chased last September at their book value 
all bonds held in the unemployment insur- 
ance fund and out of these proceeds, plus its 
net revenues in October and November, the 
unemployment insurance commission repaid 
to the treasury the $67 million of cash ad- 
vances previously made to the fund and 
purchased $162 million of non-marketable 
bonds redeemable at par at any time on 30 
days’ notice. Of these non-marketable bonds 
$109 million have since been encashed. 


The June budget also announced that we 
would establish a purchase fund to provide 


| for the orderly retirement of government 


debt and at the same time contribute to the 
stability of the longer-term bond market. The 
initial amount made available to the purchase 
fund was $100 million, and in September 
the house was informed that we would not 
limit our purchase fund operations to this 
amount. To date the purchase fund has ac- 
quired $166 million par value of long term 
bonds in the market at a cost of $157 million, 
and all these bonds have been cancelled. I 
propose to continue to operate the purchase 
fund during the coming year. 

I should like to refer to the increasing 
popularity and effectiveness of our Canadian 
savings bond issues. In recent years indi- 
viduals of moderate incomes have shown in- 
creasing interest in investing a substantial 
amount of their savings in Canada savings 
bonds. At the end of 1957 the outstanding 
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amount of Canada savings bonds was $2,649 
million, which was about $100 million greater 
than a year earlier. During 1958 the holdings 
of Canada savings bonds increased by $250 
million, in 1959 by $300 million, in 1960 by 
almost $400 million and in 1961 by nearly 
$500 million. The total holdings of Canada 
savings bonds on December 31, 1961 was 
$4,080 million, a net increase of $1,539 million 
in five years. 

Interest rates on government securities have 
declined during the past year. The average 
interest rate on three month treasury bills 
during March, 1962 was 3.09 per cent, or one 
eighth per cent below the rate in March, 1961. 
Between the same periods the yields on two 
to ten year bonds have dropped by about 
three quarter per cent, and on over ten year 
bonds by one quarter to one half per cent. 
Of even greater significance has been the 
narrowing of the spread between interest 
yields on United States and Canadian govern- 
ment issues. The spread between average 
Canadian and American treasury bill yields 
during March, 1961 was 0.83 per cent, during 
the past month it has been 0.36 per cent. In 
the long term bond area the spread during 
the first half of 1961 was between 1.25 and 
1.40 per cent; from July to September the 
spread was around 1.00 per cent and during 
the past month it has averaged 0.89 per cent. 

The total net government debt is now $13.2 
billion. This amounts to $712 per capita as 
compared with $685 a year ago, $701 in 1956 
and $774 in 1952. As a percentage of gross 
national product our net debt now stands 
at 35.9 per cent as compared with 34.6 per 
cent a year ago, 41.6 per cent in 1956 and 
52.8 per cent in 1952. 

The net interest cost of our net debt in the 
current year has been 3.77 per cent, a decline 
from 3.80 per cent a year ago and 4.10 per 
cent two years ago. The average term of our 
outstanding debt, excluding Canada savings 
bonds and perpetuals, was 8.3 years on De- 
cember 31, 1961. In 1960 it was 9.4 years, in 
1956 6.6 years and in 1952 6.8 years. 


Mr. Speaker, may I insert here in Hansard 
three tables showing details of the figures in 
regard to debt. 


Mr. Speaker: Does the house agree to the 
insertion of these tables? 


Some hon. Members: Agreed. 


[Editor’s note: The tables referred to above 
are as follows:] 
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TABLE 2 


GOVERNMENT OF CANADA 


Gross and net direct debt 


Net Debt 
Funded Total Per As per cent 
Debt Debt Net Debt Capita of GAN: 
(billion $) (billion $) (billion $) $ 
March 31— 
LOGS: Cite Sete foc SERRE. Ras RSL ede eee 14.7 83 La, 774 52.8 
ODS Te OR ter a ln era. SNe sce aes Seed 14.8 17.9 1132 752 46.5 
qa IO. Sete a cel fae a ONO 5 2, Stel RSs sic ACRE aS 14.6 17.9 deel, TOA 44.4 
1 Re Se we oe Re Oe eS ee 14.5 18.0 Li 717 45.3 
TG5G . 2 ee es cat Pee TRE tet eerie thee 15.4 19.1 11.3 701 41.6 
i 5) fo eel noe eee ere See iy Meer Cos Come 14.4 18.3 P30 664 36.0 
TOSS sic oben cic tal lets ekegeme arene te 14.2 18.4 11.0 648 34.6 
TKO E ae 4 Mee Aer WE a All ANN rete er 15.6 20.2 Lilie 669 35.5 
HOGO. £190 RNs Sika aaa et et ns Aas ae 15.9 21.0 1a | 679 34.7 
OGL oe a ete hte nope ge cree ae a 16.1 216 12.4 685 34.6 
BL OU 2st ire cant ga inaiie race ote RCTS cet iy 16.9 22.9 13.2 712 35.9 
TABLE 3 
GOVERNMENT OF CANADA 
Interest Cost of Gross and Net Direct Debt 
Interest Net Interest 
paid on Return on Net as p.c. of 
Year ending March 31 Total Debt Investments Interest Net Debt 
(millions $) (millions $) (millions $) 
iA ae et ee ea ae ceoh ths pe AR sl oad rete ad Stew | ot eee Oe 8 432 123 309 Desltl, 
TODS trod eee neat: eh ares Oe ON ee ot et Seer REE 451 126 325 2.92 
tLe AN ARO eRe ea pe eek ee oe er ae See ee 476 152 324 2.91 
BLE) acy cP amet is Se» Ce aches, eM 2 oe eT ae 478 134 344 8.05 
EOSG RAE thy. . oer eat, Cake ree oe. ee ee 493 149 344 8.04 
LOS le ate, stecten erlo tt het: dibs. OR tee” Te 520 207 313 2.85 
OOS Pan pe heen, ob eters et Rs Rue nS 4 te 539 169 370 3335 
LOS OM pec. etias athe <A tmirs, erent tec har Be ess 606 221 385 3.30 
LOGOS ee tet eek, VERE. Sta AES | 735 239 496 4.10 
OG ear saveree aiettee ee cle tlie: vcr a a Oe SCN Be on 284 473 3.80 
LOG 2G iret Pee eee Ns Me Rt A ee lL ee 804 305 499 yar’ 
TABLE 4 
GOVERNMENT OF CANADA 
Maturity and Distribution of Direct and Guaranteed Debt 
Amount of Debt held by 
Average PICs 
December 31 term Government General held by 
of debt* Banks accounts Public Gen. Public 
Years ($ millions) 
1952 Bah Aa scte ne at ees a FE aoumeue tee 6.8 5,176 1,102 8,909 58.7 
1953 TR eS ee Cid 5, 184 1,314 9,139 58.4 
1954 raleet on ae eT Ree Tees 5, 633 1, 204 8,629 55.8 
196 bk lac seyke « Bierrctalin t,t Roe 6.3 5,540 1,491 8,969 56.1 
1956 SRR ent tee ee enh ee 6.6 4,950 1,518 8,766 57.5 
1h ROR ar RNY ae Si ie Ns 6.0 0,105 1,367 8,693 iy des 
LOGS Sees ae aoc ee TOES 6,190 1,258 8, 968 54.6 
1059 nee teed. cnc te aca eee ee 9.5 5,487 923 10,725 62.6 
LOB0Y fos 5 ee) oes Aa cae 9.4 5,801 866 11,080 62.4 
HOGI tyes aie he eT AA lps 8.3 6, 669 644 11,323 60.8 


* Excluding Canada Savings Bonds and Perpetuals 


[Mr. Speaker.] 


standard regime of fixed 


bl 


Mr. Fleming (Eglinton): I continue: 


EXCHANGE RATE AND EXCHANGE FUND 


At this point it is appropriate to review 
government policy towards the exchange rate 
against the background of our balance of 
international payments and our relations with 
the International Monetary Fund. 


Canada’s international economic relations 
are, I believe, more complex and, in relation 


'to our size, more extensive and pervasive 


than those of any other country. I have in 


-mind such facts as these. On a per capita 


basis Canada’s trade is the highest among 
the major trading nations of the world; we 
have been heavy importers of capital from 


| abroad, which has involved us in a network 


of international associations and transactions 
that is unique; and finally, we are geograph- 
ically very close to, and financially closely 
linked with, the world’s largest and most 
active capital market—New York. 


Because of such factors as these our inter- 
national financial relations have, throughout 


our history, presented special problems and 


special challenges. Canada might be regarded 
as a classic example of a country for which, 
because of the diversity of our international 
interests and obligations, it is extremely 
difficult to devise and pursue an exchange 
rate policy that may be regarded as com- 
pletely satisfactory from every point of view. 


In this connection it is relevant to recall 
actual Canadian experience over the past 
forty years. During that time, and apart 


-from the period of wartime controls from 


1939 to 1950 there were only about half a 
dozen years during which the Canadian dollar 


was securely and effectively fixed in value 


despite international efforts to introduce 
general exchange rate stability. Going back 


'to the inter-war period, it will be recalled 


that Britain led the world back to a gold 
exchange rates in 
1925. It was less than four years after that 
when, as a result of an outflow of capital to 
the great stock market boom in New York, 


'the Canadian dollar was driven below the 


maximum discount under the gold standard 


rules. After Britain and other countries were 


driven off the gold standard in 1931, the 
Canadian dollar floated rather unsteadily and 
unevenly between sterling and the U.S. dollar. 
Many hon. members will recall that, in 
December 1931, Canadians had to pay a 
premium exceeding 20 per cent on the United 
States dollar, while we could buy sterling at 
a discount of about the same amount. With 
the outbreak of war, in September 1939, 
major currencies including the Canadian 
dollar were brought under control and stabi- 
lized. 
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During the war period from 1939 to 1945 
the Canadian exchange rate was fixed at a 
level 10 per cent below the U.S. dollar. 
This period was, however, exceptional not 
only for Canada, but for other countries. 
In Canada, as elsewhere, the stability of our 
currency in relation to other currencies 
required the support of a complex system 
of foreign exchange controls and import con- 
trols as well. 

During the next five years, from 1945 to 
1950, Canada continued to pursue a policy of 
fixing its exchange rate but it could hardly 
be claimed that this policy was an unqualified 
success. In the first place, the system of 
foreign exchange controls was continued and 
for part of the period a system of import 
controls was also needed. In the second place, 
while the official rate was at no time during 
those years allowed to fluctuate on the basis 
of market forces, there was, during much 
of the period, an “outside” or “unofficial” 
market, available to investors and tourists 
abroad, where a fluctuating rate acted as a 
sort of safety valve in relation to controlled 
dealings at the official rate. In the third place, 
it was found necessary during that period to 
alter the official exchange rate on no fewer 
than three occasions. In 1946 the govern- 
ment of the day removed the 10 per cent 
premium that had been established on the 
United States dollar at the outbreak of war; 
in 1949 it restored the premium of 10 per 
cent on the U.S. dollar at the same time that 
Britain and certain other countries depreciated 
the value of their currencies by 30 per cent; 
in 1950 the government of the day found it- 
self unable to counteract the inflationary 
impact of a rapid inflow of capital, based in 
part on the conviction in many quarters that 
the rate chosen by the government in 1949 
was proving too low, and the Canadian ex- 
change rate was allowed to float free, to 
find its own level. Within two years, the 
last vestige of foreign exchange control was 
abolished. 

Continuously since 1950 the Canadian ex- 
change rate has been basically determined 
by the market forces of supply and demand, 
as represented in our international transac- 
tions on current and capital account. It should 
be noted that throughout this period the 
Canadian exchange rate has in fact been 
much more stable than it was during the 
preceding five years. Since 1950 the govern- 
ment, using the exchange fund which was set 
up in 1935, has operated to restrain and 
smooth out the more rapid movements of 
the rate in one direction or the other. At no 
time, throughout the whole period, have the 
resources of the exchange fund been used 
aggressively, to push the exchange rate in 
one direction or the other against market 
forces. 


12 


In my last budget speech, on June 20, 
1961, I expressed the desire of the govern- 
ment to see the Canadian dollar move to a 
lower level as a means of stimulating 
Canadian production and employment and 
of lessening our very heavy international 
deficit. In some quarters my statement was 
misinterpreted to mean that we were embark- 
ing on an aggressive policy in the market 
designed to drive our exchange rate down. 
This, as events made clear, was not the 
ease. Actually, as I explained last June and 
previously, the essential means by which 
the exchange rate was to be moved to a 
lower level was to lessen upward pressures 
that had been exerted by the inflow of 
certain types of capital. 


In this regard our efforts have been 
successful; I refer in particular to the various 
actions announced in the budget last June 
in the field of interest rates, international 
interest spreads, and debt management, to 
the measures taken in the interim budget 
of December 1960 to eliminate special in- 
centives to capital imports, and to the warning 
which I issued in my budget of March 31, 
1960 regarding the risks associated with 
capital imports. As a result of the removal 
of excessive pressures, the exchange value of 
our dollar fell to a lower level after my 
last budget, and since that time its fluctua- 
tions have been relatively narrow. This 
movement, combined with the other move- 
ments which followed my two earlier budgets, 
has relieved Canadian producers of a com- 
petitive handicap in markets both at home 
and abroad. 

At the same time—and despite certain 
pessimistic predictions uttered both inside and 
outside this house—the Canadian cost of 
living has remained remarkably stable. The 
confidence of the government that, in the 
prevailing economic circumstances, a signif- 
icant movement of the exchange rate could 
take place without inflation has been fully 
justified by events. 

The government has not hesitated, and 
will not hesitate in the future, to deploy a 
substantial volume of funds, on one side of 
the market or the other, in order to prevent 
sudden or erratic movements in our ex- 
change rate. In pursuit of this goal we made 
substantial purchases of United States dol- 
lars in the autumn, and we made substantial 
sales in the early part of this year. The 
total of our official reserves of gold and 
United States dollars has risen and fallen 
by several hundred million dollars. There 
may well be similar movements in the 
future; from time to time our cumulative 
purchases will no doubt substantially exceed 
our cumulative sales, and vice versa. It may 

(Mr. Fleming (Eglinton).] 


be of interest to the house to know that 
since my supplementary budget of December 
1960, the published figures show that our 
market sales and purchases have come within 
$70 million of balancing each other. 


The changed level of the exchange rate 
has unquestionably been an important factor 
contributing to the improvement of our in- 
ternational current account during 1961, in- 
cluding the emergence of a favourable trade 
balance after nearly a decade of deficits. In 
this situation we can take satisfaction; but 
it would be a mistake to allow satisfaction 
to develop into over-confidence. Unquestion- 
ably, with the changed exchange rate, our 
imports have risen less in physical volume, 
and our exports have risen more, than they 
would otherwise have done. Unquestionably, 
the lower exchange rate has yet to exert 
its full effect on our trade balance, our 
balance of tourist expenditures, and other 
items in our current balance of payments. 
Nevertheless our overall current deficit is 
larger than it ought to be, even during the 
upswing of the business cycle. This must 
remain a matter of concern. And in this 
context I would renew my appeal to all 
Canadians, to management and to labour, to 
keep Canada competitive; to work together 
in a spirit of partnership; to hold costs down; 
to develop our skills and improve our tech- 
nology; to meet foreign competition at home 
and abroad with efficient and well designed 
products of our own manufacture; and to 
persevere in the drive to expand exports. 
It is in these fields that the continued reduc- 
tion of our balance of payment deficits must 
be sought. 

In order to complete this review of the 
exchange rate and the balance of payments, 
Mr. Speaker, I should add a few words in 
regard to the International Monetary Fund 
and our relations with it. Canada was a 
founding member of the fund. The Canadian 
delegation to the Bretton Woods conference 
in 1944 played an effective and influential 
part and, ever since the fund opened for 
business in 1946, Canada has been an active 
participant and vigorous supporter. Any 
country with such widespread and diverse 
international interests as Canada must, in 
pursuit of its national objectives, support an 
organization dedicated to expansion of trade 
and payments on a multilateral basis, and 
elimination of restrictions. 


It was in 1950, as I have already explained 
that the Canadian government found itself 
unable to comply with article IV of the 
fund agreement under which members are 
required to maintain fixed exchange rates, 
subject only to alteration in consultation with 
the fund if a fundamental disequilibrium 
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develops. At that time when Canada moved 
from a fixed to a floating exchange rate, 
and from time to time thereafter, the hope 
has been expressed by the fund authorities 
that Canada might find it practicable to 
rejoin the ranks of those that are in full 
conformity with this particular article. As 
was to be expected, this view has been 
reiterated in our most recent consultations 
with the fund. 

At the same time, it has always been 
recognized, in recent fund discussions as in 
earlier ones, that Canada’s international 
economic relations are very complex. The 
fund is fully aware of the nature of our 
official operations in the exchange market: 
that we have responded to and moderated 
market pressures and that no actions prej- 
udicial to the interest of other countries 
have been taken. 

Moreover, we have played a very active 
part in making resources available to the 


fund. When there was a general increase 


in contributions in 1959 we accepted a higher 
proportion than most countries; when there 
was a special call for credits to support 
sterling last summer we promptly contributed 
our share; when a new stand-by arrangement 
for supplementary resources was announced 
last January, again Canada was found amongst 
the ten leading industrial countries which 
participated. 

Against such a background of general co- 


| operation, Mr. Speaker, the house will under- 


stand why the fund, while naturally and 
properly retaining the ultimate objective of 
having Canada declare a fixed exchange rate, 
has not been disposed to press us into any 
hasty action which might prove to be pre- 
mature or impossible to sustain. We on our 


| part would wish the prospects of success 


to be more assured than they were when 
the Canadian government made its ill-starred 
attempts to maintain fixed rates during the 
years from 1946 to 1950. 


DOMINION-PROVINCIAL RELATIONS 


Mr. Speaker, I had hoped to make a state- 
ment to the house concerning dominion- 
provincial relations, but in view of the state- 
ment which has been made with regard to 
unwillingness to extend the hours of sitting 
I shall have to forgo that and content myself 
simply by saying that whereas when the 
government took office— 


[Editor’s 
page 36.] 


note: See Appendix “B” on 


Mr. Martin (Essex East): May I ask the 
Minister of Finance if this document has been 
given to the press? 


Mr. Fleming (Eglinton): The usual arrange- 
ments with respect to the press have been 
observed—those which have been prevailing 
for many years, long years before I came to 
office as a minister of the crown, the same 
arrangements as prevailed when the hon. 
member was a minister. 


Some hon. Members: Oh. 


Mr. Fleming (Eglinton): Whereas when this 
government took office the provinces received 
a tax rental equal to 10 per cent of the 
federal income tax, this rental was raised to 
138 per cent commencing in the fiscal year 
1958-59. 


The new arrangements provide for a re- 
duction in federal personal income tax of 16 
per cent in the first year of the arrangements, 
rising by 1 per cent each year to 20 per cent 
in 1966-67. Thus the provinces without im- 
posing any additional burden of taxation will 
by the last year of the new arrangements be 
receiving double the share they received 
when this government took office in 1957. 


At the same time the new system of fiscal 
arrangements provides for a broader and 
more realistic system of equalization. The 
result of the new fiscal arrangements will 
be to increase very substantially the con- 
tributions to the provinces by way of un- 
conditional grants or tax abatements. The 
estimated value of these unconditional grants 
and abatements to the provinces for 1962-63 
is $980 million, an increase of $122 million 
cee last year and of $428 million over 1956- 

Although the increase in unconditional 
grants to the provinces since 1956-57 has 
been large, the increase in conditional grants 
has been even more rapid. I should like at 
this point to insert in Hansard a table show- 
ing the amount of the federal contributions 
to the provinces and certain payments to 
institutions in’ the provinces for the fiscal 
years 1956-57 to 1961-62 together with the 
estimated amount for the years 1962-63. Table 
5, Mr. Speaker. 


Mr. Speaker: Has the minister leave? 
Some hon. Members: Agreed. 


[Editor’s note: The table above referred to 
is as follows:] 
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TABLE 5 


Federal Contributions To or For the Benefit of the Provinces 
(in millions of dollars) 


1961-62 1962-63 
pre- esti- 
1956-57 1957-58 1958-59 1959-60 1960-61 liminary mated 
A. Unconditional Payments. 
i. Statutory subsidiessetatre.. ek 22.8 22.0 21.6 21.4 21.0 23.0 23.5 
2. Tax Abatements (estimated)....... 157.3 275.6 270.1 313.8 307.7 313.0 715.9 
3. Wax rentals,....ijeetre> penn eeetn ee ac 213.9 249.0 279.7 288.7 O16 — 
4, Equalization (including Nees 365.9 
GION) eve es eee eee etree ee ele es (139.4 149.1 180.7 192.0 170.0 178.2 
5. 50% share of federal Estate Tax.... — _ — — — Tad 
6. 50% share of Income Tax on Power 
Utalitiestc:. fishes, teeta nee 6.6 Teo 8.7 4.8 4.2 6.4 6.5 
the gre Provinces Adjustment 
EP OD USL, cate aiees «doses hy ase erates «ie = _— 25.0 25.0 25.0 25.0 85.0 
8. Nevtountiand Additional Grant. — — 13.6 Tisgs' Tits 8.0 8.0 
Sub-total... chen pietaes aoe 2 552.6 658.2 742.1 832.7 846.3 858.5 980.4 
B. Conditional Payments 
OC MACOTE CHILE LUE Grose ergscoreranak te Sat lose. Salers? 0.9 1.0 1.9 6.7 3.8 Del 4.2 
AL Sieh euline Oe mic Meee toe ere ees hos 36.4 34.6 45.9 46.0 47.9 48.9 49.2 
1. “ospital Instrancest... i. Vaeryn «. ~- —_ 54.7 150.6 188.9 283.3 324.2 
12: AWeolfanect Sen eehenec ote pontoon ieee 38.4 48.2 74.1 90.8 102.8 139.2 150.8 
13. Vocational Training, ete............ 4.7 4.8 8.1 8.4 8.7 61.0 104.8 
14. Highways and Transportation...... 26.9 50.9 53.7 56.8 54.2 42.2 50.2 
15. Resource Development............. 257 4.3 8.7 15s 17.9 24.0 Deal 
16. Municipal Winter Works............ —_ — ar? 6.6 8.9 24.7 37.9 
Ace CO) Ghee eeseteran i veins rene ets icra ae 1.0 1.0 eal 1.6 2.4 SSA 4.8 
Stlo-total Ree. coeeeuiias awek 111.0 144.8 248.4 382.8 435.5 632.1 749.2 
C. Payments for the benefit of Provincial 
Institutions— 
18. University grants (including net 
value of abatement to Quebec)... 16.0 16.6 25.5, 26.1 26.7 27.2 37.0 
19. Grants to Municipalities in lieu of 
taxes on federal government prop- 
Cie th Ee OS ICIS ee antes 9.7 ino 21.9 22.6 24.6 24.9 PH ac 
Sub=totalye Sess, las antares Dow 34.1 47.4 48.7 bl.3 52.1 64.3 
SLOGAN I ten eich creeks 689.3 Solio lol Ost0m  le2o4e2 = Igoole Mioton ie mietoo ae 


Mr. Fleming (Eglinton): It will be seen 
that the total of all these payments and 
abatements, conditional and unconditional, i 
estimated at $1,794 million for 1962-63, more 
than two and one half times as great as the 
total of $689 million in 1956-57. Conditional 
grants as estimated for 1962-63 at $749 million 
are not far short of seven times the total of 
$111 million for the fiscal year 1956-57. 

This enormous increase in the contributions 
to the provinces has assisted them directly 
and indirectly in the provision of essential 
services and has placed them in a better 
position to assist their municipalities. It has 
greatly added to federal financial burdens and 
has given rise to federal budgetary deficits. 


[Mr. Speaker.] 


In fact, the cumulative increase in these con- 
tributions to the provinces over the past five 
years has been greater than the cumulative 
budgetary deficits for that period by no less 
than $376 million. I should like at this point 
to place in Hansard a table which compares 
the budgetary deficits of the dominion govern- 
ment for the period 1957-58 to 1961-62 with 
the increase in contributions to or for the 
benefit of the provinces. Table 6, Mr. Speaker. 


Mr. Speaker: Has the minister leave? 
Some hon. Members: Agreed. 


[Editor’s note: The table above referred to 
is as follows:] 
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TABLE 6 


Comparison of Federal Budget Deficits with Increases in Contributions to the Provinces and 
Certain Payments to Institutions in the Provinces from April 1, 1957 


Budget Deficits 


Contributions to Provinces 


Cumulative Cumulative Increase 


Increase Increase in Contributions to 
over over Provinces 
base year base year minus Cumulative 
Year Annual Cumulative Annual 1956-57 1956-57 Budget Deficits 

TO5GSaE. See ee — 689.3 — = = 
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GOVERNMENT ACCOUNTS 1962-63 


Mr. Fleming (Eglinton): I turn now to our 
budget prospects for this new fiscal year. 
The main estimates for 1962-63 which were 
tabled on February 12 provide for authorized 
expenditures of $6,276 million. Since the main 
estimates were printed the government has 
announced a number of important additional 
spending programs. The largest single item 
is the $110 million increase in old age security 
benefits which, however, are non-budgetary 
expenditures. Of the enlarged budgetary ex- 
penditures the most important are increases of 
$12 million in welfare payments to the elderly, 
the blind and the disabled, of about $38 
million in benefits and support to farmers, 
and $70 million related to the extension of 
the Freight Rates Reduction Act and the rec- 
ommendation of the royal commission on 
transportation. Further supplementaries will 
have to include in due course the Canadian 
National and the Trans-Canada Airlines def- 
icits which are expected to exceed $50 mil- 
lion, and also provision for a renewed winter 
works program which is likely to cost not less 
than $35 million. Other costs which are likely 
to emerge, less probable lapsings, will bring 
our total budgetary expenditures for 1962-63 
to about $6,525 million. This, I am glad to 
report, is $38 million less than in the year 
just ended. 

The shifts in the pattern of expenditures 
over the past several years have been signifi- 
cant and highly constructive. The increase in 
controllable expenditures over the past four 
years has been firmly restricted. But at the 
same time many important development pro- 
grams of expenditure have shown very large 
increases. For example, in the coming year 
we are providing $15.5 million for research 
work in universities, compared with $3.9 mil- 
lion five years ago; a fourfold increase. In 
addition there will be grants in various areas 
totalling $8 million specifically provided for 


direct assistance in industrial research and 
development, whereas five years ago such 
provisions did not exist. We are providing 
$105 million of assistance to technical and 
vocational training as compared with only $5 
million in 1957-58. Appropriations for the 
development of the north will amount to $41 
million, more than double the expenditure 
of five years ago. The essential development 
and expansion of air flight safety systems and 
of efficient airports will cost $126 million in 
1962-63 as compared with $68 million in 1957- 
58. Again, the construction element of our 
new penal reform program requires over $10 
million in 1962-63 compared with less than 
$1 million in 1957-58. We are providing $54 
million, compared with $28 million in 1957-58, 
for the care of Indians; $37 million, compared 
with $16 million, for university grants; $51 
million, compared with $38 million, for 
general health and hospital construction 
grants; $50 million, compared with $35 mil- 
lion, for the Colombo plan; $10 million for 
assistance to ship construction, whereas no 
such provision existed in 1957-58; and $17 
million for the development and care of our 
forest resources compared with $10 million 
in 1957-58. Finally, about $206 million will 
be provided in 1962-63 for the promotion of 
agriculture, including the net budgetary cost 
of the recently announced changes relating to 
dairy products, compared with $129 million 
in 1957-58. Last, but by no means least, in 
the five years ending next March 31 the 
federal government will have paid to the 
provinces and relieved all the families and in- 
dividuals in Canada of their onerous hospital 
and medical expenses to the extent of over 
$1,000 million. 

I am sure, Mr. Speaker, that hon. members 
will agree that in the face of such necessary 
and highly constructive increases the fact 
that we have held our total controllable ex- 
penditures to an average annual increase of 


approximately 4 per cent is quite a remark- 
able achievement and reflects the policy 
of rigorous examination and control by the 
treasury board of all items of expenditure. 


I should like to add a further word on 
the size of staff in the public service. Includ- 
ing all civil servants, all prevailing rate and 
casual employees, and all employees of those 
crown corporations whose staffs are subject 
to treasury board control, the rate of growth 
in the number of employees in the public 
service during the past four years has been 
less than half of what it was in the period 
1952 to 1956. The numerical increase at De- 
cember 31, 1956 over 1952 was 23,700, an in- 
crease of 34 per cent per annum. From 1957 
to 1961 the total increase has been 11,600 or 
a growth of only 14 per cent per annum. 


While the size of the public service has 
been effectively controlled, conditions of serv- 
ice have been steadily improved. The new 
Civil Service Act came into force on April 
1. This legislation confers on staff associations 
the right to be consulted on pay and condi- 
tions of employment. It confers on civil serv- 
ants the right of entitlement to pay and pro- 
vides for appeals against administrative 
actions and the creation of grievance proce- 
dures. Since 1957-58 there have been two 
major adjustments in salaries for all classes 
of the public service amounting to 22 per 
cent, and prevailing wages have, of course, 
continued to be adjusted in accordance with 
conditions in comparable trades and occupa- 
tions in outside industry. A rotational pay re- 
view system has been developed which will 
ensure a periodic examination of all classes. 
Under this system, a third review of salaries 
is in process with the results for the first 
group recently announced. 

During this period also significant changes 
were made in the Public Service Superannu- 
ation Act to grant pensions on a six-year 
rather than a ten-year average and a medical 
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insurance plan for public servants, their de- 
pendants and members of the regular forces 
and the Royal Canadian Mounted Police was 
put into effect. The government as employer 
pays 50 per cent of the premium cost of this 
latter provision. 

In other words, the improvement in effi- 
ciency and economy in government adminis- 
tration and conditions of service since we 
took office presents a record of which parlia- 
ment may be justly proud. 

On the revenue side we have made the 
usual careful appraisal of economic trends 
during the coming year and their effects upon 
the inflow of budgetary revenues. On the basis 
of the present tax structure and the economic 
prospects to which I have already referred 
I expect that our budgetary revenues in > 
1962-63 will be $5,830 million which is $58 
million greater than in 1961-62. This estimate 
reflects reductions of $307 million in tax rev- 
enues due to the Federal-Provincial Fiscal 
Arrangements Act of 1961 under which all 
provinces are now imposing their own in- 
come taxes. While we shall be acting as a 
collecting agent for nine provinces in respect 
of personal income taxes and eight provinces 
in respect of corporation income taxes, the 
provincial revenues that we collect will not 
in any way appear in our budgetary ac- 
counts. All the provinces are now imposing 
these taxes at rates not less than, and in 
several provinces at rates higher than our 
scale of reductions. 

May I here insert in Hansard a table 
showing our actual revenues for 1960-61, our 
estimated revenues for 1961-62 and our fore- 
cast of revenues for 1962-63. ' 


Table 7, Mr. Speaker. 
Mr. Speaker: Has the minister leave? 
Some hon. Members: Agreed. 


[Editor’s note: The table above referred 
to is as follows:] 
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TABLE 7 


BUDGETARY REVENUES 
(in millions of dollars) 
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Mr. Fleming (Eglinton): With revenues 
forecast at $5,830 million and expenditures 
expected to be $6,525 million there would be 
a budgetary deficit of $695 million if there 
were no amendments to our present tax struc- 
ture. I shall, however, be introducing certain 
tax changes of economic importance which 
will modify this figure. 


TAX POLICY 


We are in a period of substantial and 
healthy expansion, and our fiscal policy must 
neither put the brakes on the momentum of 
our expansion nor invite the danger of in- 
flation. 

Much of our progress is due to the vigour 
and skill of our people—farmers, workers and 
management. Credit is also due to the gov- 
ernment’s policies of the past 44 years as 
reflected both in constructive spending and 
improvements in our tax laws. 

Six out of seven individual income-tax 
payers in Canada are better off under the 
present tax rates than they were five years 
ago. On the basis of the latest statistics 
I would estimate that out of a total of 
5,100,000 taxpayers no fewer than 4,400,000, 
or 85 per cent, pay less income tax under 
the present rates than they would have paid 
under the rates in force before this govern- 
ment came into office. This is quite apart 
from the 16 per cent abatement in personal 
income taxes which is provided from the 
beginning of this year under the federal- 
provincial fiscal arrangements. Single tax- 
payers with incomes up to $4,000 now pay 
less federal income tax, including old age 
security tax, than they did on the same 
amount of income in 1957. Married taxpayers 
without dependants with incomes up to $5,000 
now pay less federal income tax, including 
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old age security tax, than they did on the 
same amount of income in 1957. Married tax- 
payers supporting two children eligible for 
family allowances with annual incomes up 
to $7,500 now pay less federal income tax, 
including old age security tax, than they paid 
on the same income in 1957. Thus our policies 
have brought tax relief to persons of lower 
and medium incomes. 

Since 1957 numerous changes have been 
made to provide more generous deductions 
from income on account of medical expenses. 
The definition of medical expenses has been 
greatly enlarged by the addition of amounts 
paid for prescribed drugs and medicines, and 
numerous medical services and appliances. 
Formerly there were restrictive upper limits 
on the amounts deductible as medical ex- 
penses, $1,500 for a single person, $2,000 
for a married couple and $500 for each de- 
pendant. Since 1957 these limitations have 
been abolished. 


Since 1957 university students and their 
parents have been assisted by provisions for 
the deduction of tuition fees. Amendments 
have been enacted to allow a student in full 
time attendance at a university, if he is 
proceeding towards a degree, to deduct his 
tuition fees when computing his taxable in- 
come. In addition the parent has been al- 
lowed to deduct the amount of the university 
tuition fee from the student’s income in 
determining whether the student qualifies as 
a dependant. If the student’s income after 
deduction of his fees falls below $950 the 
parent is now entitled to the $500 exemption. 

Since 1957 an amendment has been enacted 
to encourage corporations to make larger 
donations to educational institutions and other 
charitable organizations, by allowing them 
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to deduct up to 10 per cent of their income 
for such donations in place of the previous 
5 per cent. 

Since 1957 the new Estate Tax Act has been 
introduced. This provides for a simplified 
form of tax and a reduced burden of death 
duties, particularly on smaller estates, a result 
which followed mainly from the generous 
exemptions. When a husband dies leaving a 
widow, there is a deductible exemption of 
$60,000 and there is an additional exemption 
of $10,000 for each dependent child. 

Since 1957 important measures of relief 
have been introduced to minimize or avoid 
any combined impact of income tax and estate 
tax. An individual receiving income in the 
form of a pension or a pension benefit under 
a registered retirement savings plan or a pay- 
ment of a death benefit by an employer upon 
the death of an employee is now allowed to 
make a deduction from such payments for 
income tax purposes if the asset represented 
by the payments has been subject to estate 
tax or provincial succession duties. 

Since 1957 estate tax relief has been granted 
where the value of a pension or annuity that 
was part of an estate is reduced because of 
marriage or death of the recipient within the 
four year period normally allowed for reas- 
sessment. 

Since 1957 an important new departure has 
been made in connection with gift taxes. In 
addition to the existing exemptions, an in- 
dividual is now permitted to make a tax free 
gift once during his lifetime of up to $10,000 
to his wife in the form of ownership of their 
home or of a farm to his child. 

Since 1957, as hon. members are well aware, 
the special excise tax on automobiles, which 
was formerly 10 per cent has been repealed. 
In effect this has relieved taxpayers of a 
burden of about $90 million per year. 

Since 1957 assistance has been given to 
municipalities by providing them with ex- 
emptions from sales taxes on many of their 
important purchases. These include the ma- 
terials used in sewage and drainage systems, 
culverts, chassis for fire trucks, fire hose, 
structural aluminum and laminated timber for 
bridges and diesel fuel for use in generating 
electricity. 

Since 1957, in addition, exemptions from 
sales taxes have been granted in respect of 
certain materials used in the construction in- 
dustry, certain equipment purchased by educa- 
tional institutions, certain machinery used on 
farms and certain articles needed by disabled 
persons. 

Since 1957 the first bracket of corporation 
taxable income which is subject to a low rate 
of tax has been enlarged on two occasions to 
benefit a large number of small and medium 
sized companies. This bracket of income was 
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increased from $20,000 to $25,000 in 1958 and 
to $35,000 in 1961. It is estimated that, on 
account of these successive enlargements. of 
the lower bracket, some 12,000 companies now 
pay less tax than they would have paid on 
the same income in 1957. 


Since 1957 the surtax of 4 per cent on 
investment income has been repealed as 
applied to income from Canadian sources, in 
order to encourage investment and to ensure 
more efficient application of the savings of the 
Canadian people. 


Provision was made last year for a re- 
equipment and modernization allowance 
which was designed to assist industry and 
to stimulate expansion. This is in the form 
of a 50 per cent increase in the first year 
in the rate of capital cost allowance in re- 
spect of new assets acquired for use in Can- 
ada in the period from June 21, 1961 to 
March 31, 1963. 


Employment has been rising rapidly and 
unemployment falling, but we still have more 
unemployment than is consistent with our 
national objectives. Capital investment is 
picking up sharply, but we need still more. It 
is important, therefore, not to apply any 
fiscal brakes at this time by abruptly closing 
the gap between revenues and expenditures. 


On the other hand, prices have been very 
stable during the past year, and indeed dur- 
ing the past several years. One of my duties 
as Minister of Finance is the avoidance of in- 
flation with its attendant damage and in- 
justice, and I can assure you, Mr. Speaker, 
that I shall not neglect that duty. But at the 
present time, with a good deal of surplus 
capacity still in our economy and increasingly 
keen competition in both domestic and ex- 
ternal markets, there appears to be little cur- 
rent risk of inflation. It seems to me, therefore, 
that the deficit I am presently forecasting will 
provide a sound degree of economic stimulus 
and at the same time will not endanger the 
price level during the coming year. 

The encouragement of economic growth 
has been one of the main objectives of the 
government and it is the central purpose of 
this budget. One of the new measures is 
expressly designed as an incentive for further 
industrial expansion and increased employ- 
ment. Another is intended to give a signif- 
icant stimulus to scientific research in in- 
dustry. Because of their economic nature 
these measures will offer benefits to industry. 
They will constitute an important addition 
to the structure of tax changes which I have 
brought to this house in recent years. En- 
couragement and incentive are thus being 
given to private industry under several re- 
lated headings, to increase its efficiency, to 
expand employment, to improve Canada’s 
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competitive position and to keep current with 
the most advanced technical and _ scientific 
methods. 


I shall also put before you, Mr. Speaker, 
a fairly large number of particular tax pro- 
posals. To some extent these are of a tech- 
nical nature. A number of them result from 
probing into the deficiencies of the tax sys- 
tem in a continuing effort to overcome ob- 
stacles to progress and to achieve greater 
equity among taxpayers. 


ESTATE TAX 


I have not received many representations 
asking for changes in the estate tax. This 
indicates that the Estate Tax Act, sponsored 
by this government in 1958, is continuing to 
work well. As is usual, however, experience 
has revealed the need for a few changes to 
give relief, to block loopholes or to provide 
clarification. I am glad to say that of the few 
amendments I am proposing most are designed 
to afford relief. I should like to comment on 
one that is of general interest. 


The Estate Tax Act contains provisions for 
assuring collection of the tax. Where real 
property situated in Canada is concerned this 
security is obtained by a provision imposing a 
lien in respect of tax payable by the successor 
to the property. This has caused difficulties in 
certifying that the title to a particular 
property is clear, especially in those prov- 
inces where the Torrens system of land titles 
is in effect. If the provincial authorities would 
not permit the registration of the transfer of 
real property until they were satisfied that the 
Minister of National Revenue had given his 
consent to the transfer, for purposes of the 
estate tax, the provision for imposing the lien 
would no longer be necessary. I am accord- 
ingly proposing that where a federal-provin- 
cial agreement to this effect has been entered 
into, the lien provision shall not apply. The 
authorities of some provinces have already 
been acting in the manner indicated by an 
agreement of the kind proposed and I am 
hopeful that eventually all provinces may 
wish to co-operate in solving the problem in 
this way. In the meantime, however, I have 
come to the conclusion that the existing 
provision for the lien can be restricted so as to 
cause much less difficulty in practice. 

I am proposing therefore that the cases to 
which the lien is to apply shall be only those 
where the records of the land titles or the 
land registry office concerned show that the 
deceased person had an interest in the 


property. 


SALES AND EXCISE TAX CHANGES 


The changes I am proposing in the sales 
tax are intended to extend and clarify some 


existing exemptions and take account of 
technological changes. In the 1958 budget the 
list of exemptions for municipalities was ex- 
tended to include materials used in sewage 
and drainage systems. Since then the trend 
has been for municipalities to require sub- 
dividers and contractors to install these serv- 
ices. Accordingly, I am proposing that this 
exemption be extended to include all sewage 
and drainage materials. The proposed specific 
exemption for several items used in the fish- 
ing industry will clarify the tax exempt 
status of these articles and extend the ex- 
emption to goods used in their manufacture. 

It is estimated that these amendments in 
sales taxes will reduce revenues by $2 million 
per year. 

I referred in my budget speech last year 
to the increasing tendency on the part of 
non-resident corporations carrying on busi- 
ness in Canada, and also Canadian corpora- 
tions which are controlled outside of Canada, 
to arrange their fire and casualty insurance 
in respect of risks in Canada through agents 
or brokers located outside Canada. Certain 
amendments to the Excise Tax Act were 
proposed at that time respecting insurance 
placed with insurers which are not author- 
ized to transact the business of insurance in 
Canada and such amendments were subse- 
quently made. I also stated at that time that 
the practice of arranging insurance of risks 
in Canada through non-resident agents and 
brokers was being studied and that further 
steps might be taken, if necessary, to curb 
this undesirable practice. 

Surveys that have recently been made in- 
dicate that the practice referred to continues 
in substantial volume. Since this practice 
results in loss of taxes otherwise payable in 
Canada, as well as loss of business, employ- 
ment and income for persons in Canada, and 
since the laws and regulations of some other 
jurisdictions require that insurance covering 
risks in those jurisdictions be placed only 
through agents or brokers who are licensed 
therein, it is proposed to amend the Excise 
Tax Act further so as to extend the applica- 
tion of the present tax of 10 per cent levied 
on premiums paid to unauthorized insurers 
by Canadian residents. The proposed amend- 
ment would extend the tax to premiums paid 
to insurers authorized to transact business in 
Canada where insurance covering risks in 
Canada is effected or renewed through an 
agent or broker or other representative of 
the insurer outside Canada, subject to cer- 
tain exceptions. As in the case of the pres- 
ent tax on insurance placed with unauthor- 
ized insurers, the new tax will not apply to 
certain classes of insurance, namely life 
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insurance, personal accident and sickness in- 
surance, marine insurance, and, to the extent 
that such insurance is not available in 
Canada, insurance against nuclear risks. 


CUSTOMS TARIFF 


On budget night last June I tabled, on 
behalf of the Prime Minister, a report pre- 
pared by Professor V. W. Bladen on the 
problems of the Canadian automotive indus- 
try. At that time I announced that, in accord- 
ance with Professor Bladen’s recommenda- 
tions, the special excise tax of 73 per cent 
on passenger cars would be removed, effective 
immediately. 

Professor Bladen’s other recommendations 
included a far reaching proposal under which 
exports of particular parts or vehicles from 
Canada to other countries would earn, for a 
manufacturer, free entry for other parts or 
vehicles. Thus, it was argued, the Canadian 
industry could be more effectively integrated 
with industry abroad, and the economies of 
longer runs and greater output made avail- 
able here. 


I should like to repeat now part of what 
I said last June about this proposal: 

The government warmly approves these objec- 
tives, and it is grateful to Professor Bladen for 
the constructive and imaginative suggestions that 
are embodied in his report. Nevertheless, his 
recommendations relating to tariffs are complex 
and sweeping, and would require extensive read- 
justments in the industry. It is essential that 
those concerned, both management and unions, 
should have an opportunity to assess not merely 
the objectives but the desirability and practicability 
of the means by which these objectives are to be 
obtained. 


The response to our invitation for those 
concerned to submit detailed comments on 
Professor Bladen’s tariff proposals has been 
quite extensive, and it is still continuing. 
Many constructive and helpful comments 
have been received. They have brought to 
light a number of practical problems which 
require further examination. For this reason, 
and also because the implementation of the 
remaining recommendations would require 
extensive modifications of Canada’s existing 
international commitments respecting auto- 
mobiles and parts, no further action on the 
Bladen report is being proposed in this 
budget. Indeed, I am not proposing any 
changes whatsoever in the automotive sched- 
ule at this time, pending completion of our 
review of the whole problem. 


The resolutions which I shall table at the 
conclusion of my remarks will, however, 
include proposals for a number of tariff chan- 
ges. All of them are in a downward direction. 
In some cases the effect of the proposed 
amendment is to remove an existing duty; in 
others, it is to extend the duration of an 
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existing free entry provision which otherwise 
would expire during the current year. 

I am proposing that existing duties be 
removed from certain preparations used for 
medical purposes, and from certain materials 
imported by religious or educational institu- 
tions or societies. I am proposing also that 
several existing free entry provisions having 
statutory expiry dates of July 1, 1962, be 
extended. The most important of these items 
relate to aircraft and aircraft engines of types 
or sizes not made in Canada. Others relate 
to uranium and heavy water; conductive shoes 
for use in hospitals; and sodium borate for 
use as a fire retardant in combating forest 
fires. 


Before leaving the subject of tariffs, I 
should like to refer briefly to tariff board 
reports which were received during the past 
year, and to two new tariff board references 
which are contemplated. During 1961 the tariff 
board completed its work on reference 125 
relating to textiles, and submitted the final 
three reports thereon. These related to coated 
or impregnated fabrics, miscellaneous textiles, 
and hats and caps, respectively. The tariff 
amendments recommended by the board in 
these reports would affect items which are 
bound under the general agreement on tariffs 
and trade. Negotiations now are in progress 
looking toward securing adjustments in our 
present international commitments so as to 
permit the implementation of these recom- 
mendations, subject to some minor modifica- 
tions which are deemed advisable in the light 
of representations which have been received, 
subsequent to the hearings. If the negotiations 
in question should be completed before to- 
night’s resolutions are disposed of by parlia- 
ment, consideration will be given to the 
possibility of introducing supplementary reso- 
lutions to implement the results. 


Of the two new tariff board references 
which are contemplated, one relates to wire 
and wire fencing. The other relates to ma- 
chinery and apparatus used by the Canadian 
printing industry, including printing presses, 
engraving machines, bookbinding machines, 
and printing plates of all kinds. If any inter- 
ested parties should wish to submit views re- 
garding the scope of either of these proposed 
references, they are invited to do so. 


INCOME TAX CHANGES 


I now come to changes in the Income Tax 
Act. 


Personal Income Tax 


The first of my proposals pertains to per- 
sonal income tax. Hon. members will recall 
that the first fiscal measures I was privileged 
to place before this house, in December, 1957, 
included an increase in the amount deductible 
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for dependants. At that time I announced that 
the deduction for children eligible for family 
allowances and for other dependants would be 
increased by $100. I am now proposing a 
further increase to $300 on account of a child 
qualified for family allowance. This is twice 
the amount of the deduction of $150 in force 
before 1957. For other dependants the new 
deduction will be $550. This compares with 
$400 allowed before 1957. 


This further increase in deductions will free 
completely from income tax about 80,000 tax- 
payers and will bring a modest tax reduction 
to all remaining taxpayers who support de- 
pendants. Taxpayers who support children 
over age 16 who are attending school or uni- 
versity will be able to deduct $550 in respect 
of each dependent child and, as I have pre- 
viously explained, the amendment introduced 
last year permits tuition fees to be deducted 
in determining if a child qualifies as a de- 
pendant. This tax relief will reduce budgetary 
revenue by $26 million in this fiscal year and 
by $35 million next year. There will also be 
a reduction in old age security tax revenue 
of $4 million in this fiscal year and $5 million 
next year. 


Production Incentive 


As I have already said, one of the continu- 
ing objectives of government policy is eco- 
nomic growth. I am bringing forward in this 
budget a plan to use tax incentives to induce 
increased production and employment. This 
will provide encouragement for private in- 
dustry in its search for new and expanding 
markets. A benefit will be allowed to a com- 
pany in the form of a reduction in tax on 
profits derived from increased sales. Since 
larger sales will involve more production and 
more employment for our citizens, this new 
incentive will bring benefits to the com- 
munity at large in substantial addition to 
those which will accrue directly to the suc- 
cessful enterprises. 

The benefit, which will be available to com- 
panies engaged in manufacturing or process- 
ing, will consist of cancellation of 50 per cent 
of the tax on the first $50,000 of taxable in- 
come arising from increased sales and can- 
cellation of 25 per cent of the tax on any 
additional income arising from increased 
sales. In the first year the plan is in opera- 
tion the amount of taxable income to be at- 
tributed to the increased sales will be calcu- 
lated by reference to the amount, if any, by 
which gross sales in the current tax year ex- 
ceed the gross sales of the immediately pre- 
ceding year. The ratio of this excess to sales 
in the current year will be applied to tax- 
able income to determine the amount of tax- 
able income to be attributed to increased 


sales. 
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In the second year of the plan the amount 
by which sales have increased in the current 
year will be determined on the basis of 
average sales in the two preceding years. 

In the third year of the plan, and thereafter, 
the amount by which sales have increased 
will be determined on the basis of average 
sales in the three preceding years. 

In this way the gradual extension of the 
base to the average gross sales of the preced- 
ing three years will provide as time goes on 
for the continuing effectiveness of this new 
measure and for the increasing stability of its 
operation. 

The proceeds of disposal of a company’s 
capital assets will not, of course, be included 
in gross sales for the purposes of the tax 
concession, 

The cancellation of half the tax on as much 
as $50,000 of taxable income arising from 
increased sales is sufficiently generous to 
allow the great majority of eligible companies 
to obtain the full 50 per cent cancellation of 
tax on all income arising from increased sales. 
For example, a company which increases its 
sales by 10 per cent, thus bringing its total 
taxable income to over half a million dollars, 
will pay tax on only half its taxable income 
arising from the increase in its sales. 

Small companies whose taxable income is 
wholly or largely within the first bracket of 
$35,000, and therefore subject to the lower 
rate of corporation income tax, will be able 
to claim the reduction of 50 per cent on all 
of their taxable income attributed to in- 
creased sales, both the amounts normally 
taxed at 12 per cent and any amounts nor- 
mally taxed at 41 per cent. 

It is the policy of the government to pro- 
mote by every practical means the further 
development of processing and manufacturing 
in Canada. In existing economic circumstances, 
furthermore, the greatest opportunities for in- 
creased employment are to be found in the 
industries which manufacture and process. 
The benefits of the new plan are to be made 
available, therefore, in these large areas of 
industry where they can do the most good by 
having the greatest effect. 


More concretely, the benefit is to be made 
available to companies whose principal 
business is manufacturing or processing of 
goods for sale. Companies will be excluded 
whose principle business is shipbuilding, oil 
or gas wells or mines benefiting from per- 
centage depletion. A company whose prin- 
cipal business is processing will be able to 
qualify whether it be crushing and concen- 
trating ore, refining petroleum or freezing and 
canning foodstuffs. 

The new plan will not be extended to unin- 
corporated businesses in which the earnings 
are subject to taxation at the graduated rates 
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of individual income tax. The large majority 
of unincorporated businesses are in any event 
in the fields other than the manufacturing and 
processing of goods for sale. As for the others, 
it has been found after careful technical study 
that a benefit comparable to the one being 
extended to corporations would be both in- 
equitable and far too complicated. 


New companies will be allowed to claim 
the tax credit provided they have at least 
one full year of sales experience, prior to 
the current tax year, on which to base their 
claims. 


The bill to be put before the house will 
contain some special rules to deal with cases 
in which an extensive corporate reorganization 
of some sort has taken place including 
amalgamations, mergers, purchase of assets, 
transfers of sales contracts and so forth. In 
each case the purpose will be to establish, 
if possible, a total of gross sales during the 
preceding year which can be compared with 
gross sales in the current year. 


The plan to induce increased production 
and employment is to take effect as from the 
beginning of this month. Taxpayers will be 
allowed to claim the benefit in respect of 
their current taxation year, a portion of 
which will already have expired in most 
cases. In this first taxation year the taxpayer 
will calculate the full amount of tax credit 
according to the formula and will then reduce 
this amount by the proportion of his taxa- 
tion year which had expired by April 1. 


In summary, by means of this plan to 
induce increased production and employ- 
ment the large majority of processing and 
manufacturing companies which increase their 
sales will be allowed to retain half the taxes 
they would otherwise be required to pay 
on their additional income. The effect on 
revenue of this plan is very difficult to 
estimate because the extent of sales increases 
cannot be precisely estimated in advance. 
It is believed that the amount of tax cancelled 
under the plan in a full year will be at 
least $50 million and it may be considerably 
more. The tax that is given up will be 
offset in some measure by compensating 
benefits including increased revenue on other 
income. Although the plan is expected to 
exert an immediate stimulus the reduction 
in corporation income tax revenue in this 
fiscal year will not be great because in a 
period of rising profits most companies base 
their interim monthly payments of estimated 
tax on their previous year’s actual income. 


Double Depreciation 


In the supplementary budget of December 
20, 1960 I introduced the program of double 
depreciation for investment in assets acquired 


to manufacture products new in Canada or 
[Mr. Fleming (Eglinton) .] 


new in designated surplus manpower areas. 
This program was designed to encourage the 
production in Canada of goods not hitherto 
produced here and to stimulate industrial 
development in surplus manpower areas. 
In the June budget speech I informed the 
house that an increasing amount of interest 
was being shown in this program on the part 
of Canadian industries. Up to the present, 
assets certified under the plan have reached 
a total of $112,000,000 and a steady stream 
of applications is still being received and 
processed. This program was_ introduced 
initially for a period of two years extending 
to January 1, 1963. However, manufacturers 
whose plans for additional investment may 
require a longer time for completion are — 
already beginning to make inquiries con- 
cerning continuation for a further period. I 
am pleased to announce, therefore, that this 
program of double depreciation is to be 
extended for another calendar year, that is 
until January 1, 1964. 

The extension of this program will not 
substantially affect revenues in 1962-63 but, 
it will, of course, extend the revenue effects 
of the program, originally estimated to be 
about $25 million a year, for an additional 
twelve months. 


Scientific Research in Industry 


The government gives a high priority to 
encouraging and assisting scientific research 
in Canada of all kinds. There has been steady 
and substantial expansion in the areas where 
the federal government directly. supports 
research through Atomic Energy of Canada, 
the Defence Research Board, the National 
Research Council and various other agencies. 
If Canada is to maintain and extend its 
place in the world continuous advances must 
be made in industrial research and in the 
development of new methods and new prod- 
ucts. 


In the 1961 budget I expressed the view 
that Canadian industries, particularly the 
subsidiaries of foreign companies, have 
developed an excessive dependence on re- 
search done abroad. To stimulate increased 
industrial research in this country I an- 
nounced important tax changes at that time, 
providing for acceleration of the rate at 
which capital expenditures on research could 
be written off as expenses. These amendments 
have apparently given rise to very con- 
structive results in the limited time they 
have been in operation. 

As announced in the speech from the 
throne, the government has this year intro- 
duced a program of direct financial aid to 
research in industry. Under this plan, admin- 
istered through the National Research Council, 
financial assistance for applied research and 
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development will be given on a matching 
basis, with the government contributing up 
to as much as 50 per cent of the cost of some 
projects. It is believed that this program will 
be of far reaching assistance in building up 
new research and development in industry, 
and in expanding existing efforts. 


Unprecedented opportunities exist today 
for the enhanced co-operation of science and 
industry. The great need is for industry itself 
to grasp the vital importance of more research 
if it is to forge ahead. I now propose a new 
and powerful incentive to corporate tax- 
payers who undertake increased industrial 
research in Canada. 

Commencing in 1962 such taxpayers will 
be permitted to deduct 150 per cent of their 
increased expenditures on scientific research 
for industrial purposes when computing in- 
come for tax purposes. This deduction will 
apply in each year to current as well as 
capital expenditures on research to the extent 
that these exceed similar expenditures by 
the taxpayer in his latest tax year which 
ended before tonight. The use in this way 
of a fixed base period will provide taxpayers 
with scope to earn substantial tax benefits 
through increased research. Because there 
will be need to reconsider the formula after 
a few years the plan will be introduced 
initially for a five year period. This will 
provide time for taxpayers to put compre- 
hensive programs into operation. 

This amendment to allow taxpayers to 
deduct 50 per cent more than the amount 
actually spent will make it necessary to 
review carefully what should qualify under 
the heading of scientific research. 

A definition of eligible research must, of 
course, rule out programs for which tax- 
payers receive payments from governments 
as well as expenditures related to sales pro- 
motion, such as market research and surveys 
of customer acceptance. It is intended that 
payments should qualify which are made to 
universities and approved institutions and as- 
sociations in Canada to have research carried 
out. In administering this tax concession my 
colleague, the Minister of National Revenue, 
will have the assistance of the National 
Research Council. 

I should add that this new measure is not 
intended to serve as a precedent to encourage 
taxpayers to seek the right to deduct more 
than they spend in other fields. 

Here also the effect of the proposed incen- 
tive upon revenue is very difficult to forecast 
because it will depend upon the extent to 
which taxpayers avail themselves of the 
potential benefits. Moreover, it is expected 
that the revenue cost will increase over the 
next several years as new research programs 
proceed. The revenue given up may easily 


be $20 million in a full year after the plan 
has been in operation for one or two years. 
The loss of revenue in fiscal year 1962-63 is 
expected to be about $8 million. 


Oil and Gas Industry 


The government has given much study to 
the position of the oil industry. Numerous 
proposals by representatives of the industry 
and others have been received and considered. 
The measures I am including in this budget 
have been selected on the basis that they are 
responsive to requests received from the oil 
industry and particularly from those known 
as independents, that their cost to the 
treasury in terms of tax revenues can be 
justified and that they will contribute con- 
structively to the attainment of national 
objectives. 

The petroleum and natural gas industries 
have developed at an increasing pace during 
the past year. These industries are in a much 
healthier condition than before this govern- 
ment took office. The improvement which has 
taken place is due in no small measure to the 
policies the government has pursued and, in 
particular, to the national oil policy. The 
natural gas industry is consolidating its posi- 
tion in the Canadian markets to which it has 
access and it has penetrated very large United 
States markets under the export policies im- 
plemented by this government. The response 
of the oil industry to the new policies has been 
commendable, particularly since some of the 
readjustments involved are, at least in the 
short term, expensive for the companies con- 
cerned. 

Representatives of the petroleum industry 
have expressed a strong desire, which is 
shared by the government, to secure a more 
substantial and widespread participation in 
the oil industry by persons normally oper- 
ating in other fields of industry and by Cana- 
dian investors. They have sought tax conces- 
sions to this end. 

Although surplus productive capacity for 
oil still exists the prospects for the petroleum 
and natural gas industries are very good in 
the long run. There is growing concern, 
which the government shares, that the pace 
of exploration for hydrocarbons is not suffi- 
cient to maintain reserves of oil adequate to 
meet anticipated demands. 

After careful consideration of all the cir- 
cumstances I am putting before the house 
three new proposals: 

1. That individuals be granted the right to 
charge petroleum preproduction expenses 
against income earned from oil and gas pro- 
duction; 

2. That all companies including those not 
normally engaged in petroleum or in mining 
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be granted the right to charge petroleum 
preproduction expenses against income earned 
from oil and gas production; and 


3. That expenditures involved in the acqui- 
sition after April 10 of rights to explore or 
drill for oil or gas or to extract oil or gas be 
deductible under section 838A of the Income 
Tax Act along with other drilling and explor- 
ation expenses and proceeds from sales of 
such rights be taken into income by all tax- 
payers including individuals. 

When these amendments have been imple- 
mented oil companies will be in a position 
to deduct without limit of time, in computing 
income, all of their preproduction expenses 
including the costs of acquiring rights, the 
costs of exploration and the costs of drilling. 
In addition, they will continue to enjoy the 
benefits of depletion calculated at 334 per 
cent of income. To the extent of the income 
earned in the oil and gas industry, individ- 
uals and companies outside the industry will 
henceforth be allowed full access to the 
special tax benefits associated with oil and 
gas. 

As with the other proposed incentive meas- 
ures the effect of these amendments upon 
revenue will be dependent upon the extent 
to which they are used by taxpayers. In a 
full year the revenue loss may be $15 mil- 
lion. The loss of revenues in 1962-63 will be 
about $7 million. 


Iron Ore 


In 1960 when the additional 15 per cent 
tax was imposed on income earned in Canada 
by branches of non-resident corporations it 
was decided to exempt certain classes of com- 
panies from the tax. These exemptions 
granted recognition to the fact that companies 
sometimes have no real alternative to the 
branch office form of organization when oper- 
ating abroad. I am now proposing that non- 
resident companies whose principal business is 
mining iron ore be added to the group of 
companies which are excluded from this 
special tax. It has been found that such enter- 
prises which require tremendous amounts of 
capital normally involve joint participation 
by Canadian interests and foreign users of 
iron ore. This kind of venture does not readily 
lend itself to the formation of a subsidiary 
company in Canada and logically it should be 
included in the group of companies which are 
relieved of this tax. 


Logging Tax 
At the dominion-provincial conference of 
February 23-24, 1961, the Prime Minister 
referred to heavier taxation borne by cor- 
porations engaged in the forest industries as 
a result of the fact that successive fiscal 
[Mr. Fleming (Eglinton).] 


arrangements entered into by Canada and the 
provinces since 1947 have permitted the prov- 
inces to impose a tax on logging profits which 
is deductible as an expense in computing 
federal income tax. The Prime Minister 
stated: 

During the period covered by the current agree- 
ments, companies engaged in the forest industries 
in British Columbia and Ontario have borne a con- 
siderably higher burden of tax rates than other 
industries. This is because of the combined effect 
of federal income taxes and provincial logging 
taxes...It is proposed that...the federal gov- 
ernment and the provinces in question should seek 
agreement by which each will make a concession 
in the interest of resolving this problem. 


The Prime Minister made a more specific 
statement on this matter in his letter of” 
June 16, 1961, to the provincial premiers in 
which he made the following generous 
proposal: 

Subject to reaching agreement on this matter 
of the definition of logging income, the federal 
government is prepared as a means of relieving the 
tax burden on the forest industry to offer a tax 
credit equal to two thirds of the logging tax up 
to a maximum rate of 10 per cent, provided the 
province gives a tax credit equal to the remaining 
one third of such logging tax. 


With a view to reaching agreement on this 
matter in order that any new arrangement 
might apply to the 1962 taxation year, I wrote 
on January 4 to the treasurer of Ontario, the 
minister of finance of British Columbia, who 
is also the premier of the province, and to the 
presidents of the Ontario Forest Industries 
Association, the Council of Forest Industries of 
British Columbia, and the Canadian Lumber- 
men’s Association proposing that technical 
discussions be held in Ottawa at an early 
date. However, owing to the position taken 
by British Columbia it was not possible to 
choose a date for the proposed meeting which 
was satisfactory to all the parties concerned. 


Notwithstanding the fact that it has been 
impossible to hold the proposed discussions 
and to reach complete agreement on the con- 
cessions to be made by the two levels of 
government, I propose to remove discrimina- 
tion in the taxation of logging income so far 
as the federal government is concerned. In 
order to accomplish this objective I am recom- 
mending to parliament that the Income Tax 
Act be amended so that a federal tax credit 
will be allowed equal to two thirds of a pro- 
vincial logging tax up to a maximum rate of 
tax of 10 per cent on the basis of the existing 
definition of logging income, that is, the 
definition contained in the 1957 tax rental 
agreements. This action will go a long way 
toward removing the existing tax discrimina- 
tion of forest industry corporations irrespec- 
tive of any action which the provinces may 
take. Moreover, if the provinces imposing a 
logging tax supplement our tax credit with a 
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credit of their own equal to one third of the 
logging tax, as it is to be hoped they will, 
the discrimination will be removed com- 
pletely. The reason for proposing that the fed- 
eral government should bear two thirds of 
the full tax credit is that the federal income 
tax is approximately twice as large as the 
provincial income tax and logging tax com- 
bined in provinces which now impose a tax 
on income from logging. This proposal con- 
stitutes a unique concession inasmuch as no 
other provincial tax is allowed as a tax credit 
under the Income Tax Act. 


It is estimated that this concession may re- 
duce revenues by $3 million net in a full year 
and $14 million in 1962-63. 


University Grants 


Commencing in the year 1962-63 federal 
grants to universities will be increased by 
one third, that is from $1.50 per capita for 
the population of each province to $2.00 per 
capita. Before 1960 these grants were paid to 
the National Conference of Canadian Univer- 
sities Cater succeeded by the Canadian Uni- 
versities Foundation) for distribution to the 
universities of each province in proportion 
to student enrolment. However, in 1960 this 
government introduced legislation to provide 
an alternative arrangement for a province 
wishing to administer its own grants. This 
was done to meet the long standing difficulty 
with respect to university grants in the prov- 
ince of Quebec. Under section 9A of the 
Federal-Provincial Tax-Sharing Arrangements 
Act it is provided that a province may be 
prescribed if it has not entered into a tax 
rental agreement with Canada under which 
it agrees to refrain from levying corporation 
income taxes and if satisfactory arrangements 
exist in that province for the payment of 
university grants of at least $1.50 per capita 
in addition to grants to universities made as 
part of the ordinary expenditure of the prov- 
ince. In a province thus prescribed an addi- 
tional abatement of 1 per cent in the rate of 
corporation income tax was provided under 
Section 40 of the Income Tax Act for taxa- 
tion years 1960 and 1961. 


In order that there should be equity in 
treatment as between provinces section 9A 
also provided that where the value of the 
additional abatement of 1 per cent in the rate 
of corporation income tax in a prescribed 
province was less than $1.50 per capita an 
additional payment would be made to the 
province to bring it to that level and when it 
exceeded $1.50 per capita the excess would 
be recovered from the province. The Prime 
Minister has received assurance that the gov- 
ernment of the province of Quebec desires a 
continuation of the alternative arrangements 
for the payment of university grants. Accord- 
ingly provision will be made to continue this 


additional abatement of 1 per cent in the rate 
of corporation tax in a prescribed province. 
In addition, it is necessary to provide for the 
increase in the level of university grants 
from $1.50 to $2.00 per capita. This will be 
done by amendment to the Federal-Provincial 
Fiscal Arrangements Act which it is proposed 
to introduce subsequently, 


SUMMARY 


I can now summarize the net budgetary 
cost of all the proposed tax changes. The 
major reductions in revenues will occur in 
personal and corporation income taxes. The 
benefits to individuals will amount to about 
$30 million in this fiscal year and about $40 
million in a full year. Of these amounts $4 
million in this fiscal year and $5 million in 
a full year will be reductions in contributions 
to the old age security fund, and the remain- 
ders will be reductions in budgetary revenues. 
The business incentives will cost about $22 
million in 1962-63 and $88 million in a full 
year. The sales tax reductions will amount to 
about $2 million. Total benefits resulting 
from these tax changes will be about $54 
million in this fiscal year and $130 million 
on a full year basis. 


I should like to place in Hansard at this 
point the revised table of revenues for the 
fiscal year ending March 31, 1963. 


Mr. Speaker: Has the hon. minister leave? 


Some hon. Members: Agreed. 


[Editor’s note: The table referred to is as 
follows:] 


TABLE 8 
Estimated budgetary revenues, 1962-63 


(millions of dollars) 


Personal Income Tax ....... $1,784 
Corporation Income Tax . 1,168 
Non-Resident Tax .......... 120 
Estates taxany Oe ae. Ga 90 
Customs Dutiesq seer one 550 
Salles) Dasc Wat Marie ee 813 
Other Duties and Taxes...... 630 

Totale Paxesteg ue ose 15) siU5y) 
Non-tax revenues .......... 625 
MotalerevenuesT ALI. Bel 5,780 


Mr. Fleming (Eglinton): Total budgetary 
revenues in 1962-63 will thus be reduced 
to an estimated $5,780 million, and since 
expenditures are expected to be $6,525 mil- 
lion our estimated budgetary deficit will be 
about $745 million. Any forecast covering a 
full year ahead is, of course, subject to 
some degree of uncertainty and a deviation 
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of as little as 1 per cent in either revenues 
or expenditures can mean a difference of $60 
million. 

Our non-budgetary cash requirements 
during this year, excluding as has always 
been done in the past any increases or de- 
creases in the exchange fund account, appear 
likely to be about $295 million. Our non- 
budgetary cash receipts will be about $280 
million, and our net loans, investments and 
advances will be about $575 million. The 
main components of our non-budgetary cash 
outlays are $230 million for Central Mortgage 
and Housing Corporation, $80 million for 
financing export credits, $68 million of ad- 
vances to the old age security fund and $60 
million to the Farm Credit Corporation. Loans 
to the Canadian National Railways, which 
include the capital requirements of Trans- 
Canada Air Lines, will amount to only $20 
million. 

Statistically, our net cash requirements for 
1962-63, including both budgetary and non- 
budgetary accounts, will be about $1,040 mil- 
lion; but as I said in the early part of my 
speech this evening, while our net cash 
requirements in 1961-62 turned out to be $479 
million, the net increase in outstanding bond 
issues during the past year was $857 million. 
Consequently our cash balances at the end of 
the fiscal year were about $400 million greater 
than on March 31, 1961 and stood at $762 
million. Subject to unpredictable changes in 
our exchange fund, the use of surplus cash 
balances now held will reduce our borrowing 
requirements in 1962-63 to a level below those 
of 1961-62. 


CONCLUSION 


Mr. Speaker, it is with grateful satisfaction 
that we survey in Canada today the unchal- 
lengeable evidences of rising prosperity, in- 
creased employment, greater opportunities 
and rapid economic expansion. 


Monsieur l]’Orateur, c’est avec une agréa- 
ble satisfaction que nous constatons au Ca- 
nada aujourd’hui les preuves irréfutables 
d’une prospérité croissante, d’une embauche 
plus forte, de perspectives plus vastes et 
d’une rapide croissance économique. Nombre 
de nouvelles réalisations attestent de la fer- 
meté et de l’ampleur de notre croissance éco- 
nomique. Les lignes de conduite et les pro- 
grammes énoncés dans nos exposés budgé- 
taires précédents ont contribué efficacement 
a ces réalisations étonnantes. 

Many new records have testified to the 
strength and extent of our economic growth. 
Policies and programs enunciated in previous 
budgets have contributed effectively to these 
striking achievements. 

But we must not be complacent. We must 
not rest. This budget is designed to continue 

{Mr. Fleming (Eglinton).] 


and to extend those policies which have con- 
tributed so much to dynamic growth in Cana- 
dian economy and to the creation of 200,000 
new jobs in Canada in the last year. It is also 
designed to stimulate Canadian enterprise 
to new effort and new peaks of achievement. 
It offers tangible incentives to Canadian pro- 
ducers to seek out more markets, to take 
more risks, to breast the keen competition 
of the trading world with new confidence 
and resolve, and with the highest standard 
of efficiency. It summons all members of the 
great Canadian family to work together in 
the spirit of partnership for the attainment 
of national goals beneficial to all. It asks all 
to face realistically the challenges of our 
national and international responsibilities. It 
calls for effort, confidence and achievement - 
in keeping with our resources, our high posi- 
tion in the free world, and the incomparable 
destiny of the Canadian nation. 


RESOLUTIONS 


INCOME TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Income Tax Act 
and to provide among other things: 

(1) That for the 1962 and subsequent tax- 
ation years the amount deductible in comput- 
ing taxable income in respect of a child quali- 
fied for family allowance be increased to $300 
and the amount deductible in respect of other 
dependants be increased to $550 each. 

(2) That with respect to income earned 
after March 31, 1962 a corporation whose 
principal business is manufacturing or pro- 
cessing (not including a corporation whose 
principal business is shipbuilding, mining, 
logging or the operation of oil or gas wells) 
be allowed to deduct from its tax otherwise 
payable an amount equal to 50 per cent of the 
tax on the first $50,000 of its taxable income 
attributable to increased sales and an amount 
equal to 25 per cent of the tax on the re- 
mainder of its taxable income so attributable. 


(3) That with respect to its first taxation 
year ending after April 10, 1962 and the next 
succeeding four taxation years a corporation 
be permitted to deduct in computing income 
150 per cent of the amount by which ex- 
penditures of a current and capital nature on 
scientific research in Canada incurred by it 
in the year exceed expenditures of a current 
and capital nature on scientific research in 
Canada incurred by it in its last taxation 
year ending on or before April 10, 1962. 

(4) That for the 1962 to 1966 taxation years 
both inclusive the deduction from tax allowed 
to corporations in respect of taxable income 
earned in a province be increased from 9 
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per cent to 10 per cent in a prescribed prov- 
ince in which arrangements exist for the re- 
placement of federal grants to universities by 
additional provincial grants in accordance 
with the proposed amendments to the Federal- 
Provincial Fiscal Arrangements Act. 


(5) That with respect to taxation years 
commencing in 1962 a taxpayer be allowed 
a deduction from tax of an amount equal to 
the lesser of two-thirds of the amount pay- 
able for the year to a province as a tax 
on income from logging operations or 2 
of 10 per cent of the taxpayer’s income from 
logging operations in the province, and the 
right to deduct in computing income amounts 
paid to a province as a tax on income from 
logging operations be repealed. 


(6) With respect to expenses incurred after 
April 10, 1962 any corporation be allowed 
to deduct in computing income the drilling 
and exploration expenses, including all gen- 
eral geological and geophysical expenses, 
incurred by it on or in respect of exploring 
or drilling for petroleum or natural gas in 
Canada and the prospecting, exploration and 
development expenses incurred by it in 
searching for minerals in Canada not ex- 
ceeding its income for the year from oil or 
gas wells in Canada. 

(7) That with respect to expenses incurred 
after April 10, 1962 an individual be allowed 
to deduct in computing income the drilling and 
exploration expenses, including all general 
geological and geophysical expenses, incurred 
by him on or in respect of exploring or drilling 
for petroleum or natural gas in Canada not 
exceeding his income for the year from oil 
or gas wells in Canada. 

(8) That with respect to acquisitions after 
April 10, 1962 amounts paid by 

(a) a corporation whose principal business is 
production, refining or marketing of pe- 
troleum, petroleum products or natural gas, or 
exploring or drilling for petroleum or natural 
gas, or mining or exploring for minerals, 

(o) an association, partnership or syndicate 
formed for the purpose of exploring or drilling 
for petroleum or natural gas, 

(c) a corporation (other than a corporation 
that qualifies under (a)), or 

(d) an individual 
for a right, licence or privilege to explore 
for, drill for or take petroleum or natural gas 
in Canada shall be classed as drilling or ex- 
ploration expenses for purposes of computing 
deductions from income. 

(9) That with respect to sales of property 
acquired after April 10, 1962 there shall be 
included in the income of a taxpayer any 
amount received as consideration for the dis- 
position of a right, licence or privilege to 


explore for, drill for or take petroleum or 
natural gas except where the right, licence 
or privilege was acquired by inheritance or 
bequest. 

(10) That the right of a successor corporation 
to deduct drilling, exploration, prospecting 
and development expenses incurred by a pre- 
decessor corporation from the income of the 
successor corporation attributable to the 
production of petroleum or natural gas from 
wells, or the production of minerals from 
mines, situated on property acquired from 
the predecessor corporation shall not be lost 
by reason of the fact that the successor cor- 
poration assumed liabilities of the predecessor 
corporation. 


(1) That a joint exploration corporation 
may renounce an appropriate share of the 
drilling, exploration, prospecting and devel- 
opment expenses incurred by it after 1956 in 
searching for oil, gas or minerals in Canada in 
favour of a shareholder corporation whose 
principal business is 

(a) production, refining or marketing of 
petroleum, petroleum products or natural gas, 
or exploring or drilling for petroleum -or 
natural gas, 

(b) mining or exploring for minerals, 

(ec) processing mineral ores for the purpose 
of recovering metals therefrom, 

(d) a combination of 

(i) processing mineral ores for the purpose 
of recovering metals therefrom, and 

(ii) processing metals recovered from the 
ores so processed, or 

(e) fabricating metals, 
and in such case the expenses renounced 
shall be deductible by the shareholder corpo- 
ration and not by the joint exploration cor- 
poration. 


(12) That the right of a successor cor- 
poration to deduct drilling, exploration, 
prospecting and development expenses in- 
curred by a predecessor corporation from 
the income of the successor corporation 
attributable to the production of petroleum 
or natural gas from wells, or the production of 
minerals from mines, situated on property 
acquired from the predecessor corporation 
be extended to a second successor corporation 
which has acquired the property from a 
predecessor corporation which was itself a 
successor corporation. 

(13) That for the 1962 and subsequent 
taxation years income earned in Canada by a 
non-resident corporation whose principal 
business is mining iron ore in Canada, be 
exempt from the additional 15 per cent tax 
imposed by part IIIA on profits earned in 
Canada by non-resident corporations. 

(14) That where an employee who is a 
member of one deferred profit sharing plan 


28 


becomes a member of another deferred profit 
sharing plan the amount to his credit in the 
first mentioned plan may be transferred to 
his credit in the second mentioned plan 
without attracting tax on the amount so 
transferred. 


(15) That the amount to the credit of an 
annuitant under a registered retirement sav- 
ings plan may be transferred at any time 
before the maturity of the plan to another 
registered retirement savings plan or to a 
registered pension fund or plan without 
attracting tax on the amount so transferred. 


ESTATE TAX ACT 


Resolved that it is expedient to introduce a 
measure to amend the Estate Tax Act and to 
provide among other things: 


(1) That the lien in respect of tax payable 
by a successor to real property situated in 
Canada of a deceased person shall be ap- 
plicable only where it appears from the 
records of the appropriate land titles or land 
registry office or where it can be established 
from any document or other writing of which 
notice is given in those records that the de- 
ceased person had an estate or interest in that 
real property, but no such lien shall be ap- 
plicable where the real property is situated 
in a province whose government has entered 
into an agreement with the government of 
Canada whereby no transfer of an estate or 
interest in the real property may be registered 
until the consent of the Minister of National 
Revenue to the transfer has been obtained. 

(2) That for purposes of the deduction from 
aggregate net value allowed for the value of 
a gift made to a charitable organization in 
Canada, such an organization shall include 
not only one that devotes its resources to 
the making of gifts to other such organiza- 
tions in Canada, but also one that devotes 
part of all of its resources to the making 
of gifts to Her Majesty in right of Canada 
or a province, a Canadian municipality or a 
municipal or other public body in Canada 
performing a function of government. 

(3) That the tax applicable in respect of 
the property of a person dying domiciled out- 
side of Canada shall not apply to the property 
situated in Canada of an officer or servant 
of an organization as defined for the purpose 
of section 3 of the Privileges and Immunities 
(United Nations) Act, where the property was 
acquired during his lifetime for or incident to 
his residence in Canada as such an officer or 
servant whose duties required him to reside 
in Canada at the time of his death. 

(4) That any enactment founded on para- 
graphs (1) and (3) shall apply in respect 
of deaths occurring after December 31, 1958. 

[Mr. Fleming (Eglinton) .] 


EXCISE TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Tax Act and 
to provide among other things: 


(1) That the present exemption from sales 
tax for “Books, printed and bound, that con- 
tain no advertising and are solely for educa- 
tional, technical, cultural or literary pur- 
poses,” be changed to read ‘Printed books 
that contain no advertising and are solely for 
educational, technical, cultural or literary 
purposes,”’. 

(2) That audio tapes and materials used in 
the manufacture thereof, authorized by the 
department of education of any province in 
Canada for instruction in the English and the . 
French language, be exempt from sales tax. 

(3) That baler twine and materials used in 
the manufacture thereof be exempt from sales 
tax, regardless of use. 

(4) That barrels and boxes for fish, lobster 
crates, lobster pots, lobster traps, scallop bags, 
and materials used in the manuafacture 
thereof be exempt from sales tax. 

(5) That drums or cans for honey and ma- 
terials used in the manufacture thereof be 
exempt from sales tax. 

(6) That goods for use in sewerage and 
drainage systems and materials used in the 
manufacture thereof be exempt from sales 
EDS 

(7) That the present liability for sales tax 
on motor vehicles, tractors and machines and 
tools operated by such vehicles or tractors, 
that are diverted from an exempt use to a 
taxable use, be limited to five years from the 
time of the first sale by a person who would 
have been required to pay sales tax if the 
sale had not been for an exempt use, and 
where motor vehicles, tractors and machines 
and tools operated by such vehicles or tractors 
were imported or sold by a manufacturer or 
licensed wholesaler and sales tax was not 
payable or was refunded by reason of the 
intended use of the goods, any person who 
within five years of such importation or sale 
applies the goods to any other use (other than 
of a casual nature) for which the goods could 
not originally have been purchased exempt 
from sales tax, and the person from whom he 
purchased or rented the goods including the 
importer, manufacturer or licensed whole- 
saler, shall be jointly and severally liable for 
payment of sales tax on the fair market 
value of the goods at the time they are applied 
to that other use. 

(8) That the present tax of 10 per cent 
on net premiums in respect of insurance 
against risks in Canada paid or payable by 
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Canadian residents to an insurer not author- 
ized under the laws of Canada or any prov- 
ince to transact the business of insurance, be 
extended to apply to net premiums in respect 
of any such insurance paid or payable by or 
on behalf of Canadian residents, where such 
insurance is entered into or renewed through 
a broker or agent outside Canada with an 
insurer that at the time the contract is entered 
into or renewed is authorized under the laws 
of Canada or any province to transact the 
business of insurance. 

(9) That any enactment founded on para- 
graphs 1 to 7 of this resolution be deemed to 
have come into force on April 11, 1962 and 


that any enactment founded on paragraph 8 
of this resolution be applicable in respect of 
contracts of insurance entered into or renewed 
after April 10, 1962. 


CUSTOMS TARIFF 


1. Resolved, that Schedule A to the Customs 
Tariff be amended by striking out tariff items 
206b, 237a, 296g, 409f, 431lh, 440m, 440n, 
611a(4) and 696(1), and the enumerations of 
goods and the rates of duty set opposite each 
of these items, and by inserting therein the 
following items, enumerations of goods and 
rates of duty: 
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2. Resolved, that any enactment founded 
upon the foregoing resolution shall be deemed 
to have come into force on the eleventh 
day of April, 1962, and to have applied 
to all goods mentioned in the said resolution 
imported or taken out of warehouse for con- 
sumption on or after that day, and to have 
applied to goods previously imported for 
which no entry for consumption was made 
before that day. 


APPENDIX “A” 


[The complete text of the Budget Speech, 
as originally prepared for presentation to 
Parliament, included the following section 
which was omitted during the actual presen- 
tation. ] 


INTERNATIONAL ECONOMIC DEVELOPMENTS 


The House will recall that in referring to 
international trade and economic policy de- 
velopments in my last budget speech I said 
that in perhaps no other field of our economic 
life are events moving more quickly or drama- 
tically. Since last June the pace of change 
on the international economic scene has 
quickened and I would now like to highlight 
briefly the main events of the intervening 
months and to indicate the position which 
the Canadian government has adopted in the 
face of these developments. 

The most important event was undoubtedly 
the decision of the British government to 
commence negotiations with the European 
Economic Community in order to ascertain 
whether or not there exists a basis for the 
accession of the United Kingdom to the Com- 
mon Market. Before turning to the implica- 
tions of this decision, however, I should like 
to draw the attention of the House to the 
latest developments which have occurred in 
the European Economic Community. 

At the turn of the year the EEC moved 
into the second stage of its transitional period. 
According to the time-table now envisaged, 
the Common Market of the six member coun- 
tries of the Community will have been fully 
established by the end of 1969. The Com- 
munity’s entry into the second stage implies 
an acceleration in the rate of economic 1n- 

tegration in the area. This will be facilitated 
by the progress which can be expected in 
the difficult sector of agriculture now that 
the member countries have agreed on the 
| broad lines which their common agricultural 
policy should take. 

It is against this background that I should 
now like to say a few words about the 
decision of the United Kingdom to open the 
negotiations with the EEC looking towards 
eventual accession to the Community. 
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This decision has been the subject of a 
great deal of analysis and comment. I do 
not intend, therefore, to go into any great 
detail in describing the implications which 
it may hold for Canada and for the Com- 
monwealth. It is, in any case, impossible to 
speak with firm assurance about these im- 
plications, since the outcome of the present 
negotiations between Britain and the European 
Economic Community cannot yet be foretold. 
Nevertheless, we share in common with the 
other countries of the Commonwealth a 
natural concern for the effects of British 
accession to the Community on our interests, 
both individual and collective. As the House 
is aware the British minister responsible for 
these negotiations, Mr. Edward Heath, Lord 
Privy Seal, has visited Ottawa on two occa- 
sions, in January and again in March, to 
inform us of the progress of the negotiations 
and to consult us about the Canadian interests 
involved. These meetings proceeded in an 
atmosphere of friendly understanding. They 
were of great value to the Canadian govern- 
ment and Mr. Heath was good enough to 
say that they were of great value from the 
point of view of the British government. 


At the invitation of the United Kingdom, 
we in common with the other countries of 
the Commonwealth have expressed our views 
on these issues. In addition we have made 
arrangements to assist the British negotiators 
by making available to them full and up-to- 
date information on every aspect of Canada’s 
trade interests. We have also sent senior 
Canadian officials to Brussels for this purpose. 

In suggesting that until the current nego- 
tiations between the United Kingdom and 
the European Economic Community are con- 
cluded we shall unavoidably continue to be 
faced with uncertainty, I do not wish to 
detract from the assurances which the British 
government have repeatedly given Canada 
and the other countries of the Commonwealth. 
They have made it very clear that unless 
they can secure terms which will adequately 
safeguard the essential interests of Com- 
monwealth countries, they will not join the 
Common Market. We have welcomed these 
assurances and we do not for a moment doubt 
the steadfast determination of Britain to 
endeavour to obtain the necessary safeguards. 

We must recognize, nonetheless, that even 
at best, Canada and other Commonwealth 
countries will have to face some trade adjust- 
ments should the United Kingdom decide to 
join the Common Market. In the new pattern 
of international trading relationships which 
is likely to emerge in the wake of such a 
development, losses in one direction will have 
to be compensated by gains in another if we 
are to succeed in expanding international 
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trade and in raising living standards through- 
out the world. Failing this, the collective 
multilateral approach to world economic 
problems would suffer a serious reverse. 


The need for multilateral solutions to world 
economic problems is as great now as it has 
ever been. The new pattern of world trading 
arrangements emerging from the creation of 
the European Economic Community and its 
possible enlargement to include the United 
Kingdom and other European countries raises 
fundamental problems for the entire free 
world. Hence, effective solutions cannot be 
found by Canada or any other single country 
acting alone, but will require the collective 
efforts of all the principal trading countries. 
To be equitable as well as effective such 
solutions will have to be non-discriminatory 
in character and multilateral in application. 
A program of action confined to any 
limited group of countries such as the North 
Atlantic region would simply intensify the 
problems faced by the countries outside the 
group. 

It is obvious that any effective collective 
approach to these problems will require the 
constructive and imaginative leadership of 
the United States as the greatest world power 
and the central bastion of the free nations. 


This is in fact the kind of leadership Presi- 
dent Kennedy has displayed in submitting his 
new trade program to congress. This pro- 
gram was a major topic of discussion on 
the occasion of the Joint Canada-United 
States Committee on Trade and Economic 
Affairs which was held in Ottawa in mid- 
January. Canadian ministers reiterated their 
support for the expansion of world trade on a 
multilateral, non-discriminatory basis and 
Canada’s readiness to play a constructive 
role in the promotion of freer world trade. 
The United States members of the committee 
welcomed this statement and explained that 
the new trade legislation forwarded to con- 
gress by President Kennedy was designed to 
contribute substantially to these objectives. 

In essence, President Kennedy’s proposals 
for the Trade Expansion Act of 1962 are 
aimed at a very substantial reduction in 
tariffs, particularly the tariffs of the United 
States and the EEC. I am glad to say that 
the President is not contemplating the crea- 
tion of a closed North Atlantic trading com- 
munity. Instead he has made it clear that the 
benefits of the tariff negotiations he is 
proposing would be extended to the other 
member countries of the GATT, including 
Canada on the basis of the most-favoured- 
nation principle. Countries receiving indirect 
benefits in substantial measure would of 
course be expected to make their own con- 
tribution to the collective effort. 

{Mr. Fleming (Eglinton).] 


There is no doubt that President Kennedy’s 
initiative in lauching this trade program 
is a most important and significant develop- 
ment. Successful negotiations of the nature 
and scope envisaged could have profound 
effects on the trade patterns of other coun- 
tries, including of course Canada. A full 
assessment of these effects, however, must 
await the outcome of the debate in the 
United States congress as well as the con- 
sidered response of the European Economic 
Community, the major negotiating partner of 
the United States. The initial response of the 
EEC, while favourable, was also cautious. 


We attach the greatest importance to the 
success of the President’s initiative and we 
consider it vital that the EEC in its new 
role as one of the world’s leading trading 
units should play its full part. We are cer- 
tainly prepared to make our own contribution 
to the collective efforts in the period ahead. 

I should now like to turn to the other in- 
ternational economic developments which 
have taken place since June. In my last 
budget speech I referred to the GATT Tariff 
Conference which was then in progress in 
Geneva and which is now almost concluded. 
The purpose of this conference, in which 
Canada has participated actively was to re- 
negotiate the previously bound tariff rates 
of the six individual members of the European 
Economic Community, which are now being 
merged into a common external tariff and 
to hold a fresh round of general tariff 
negotiations aimed at the exchange of new 
concessions among participating countries. 

As I have indicated, the GATT Tariff 
Conference is now ending and I can report 
that the results contain important benefits 
for Canada. On March 7 I announced to the 
house the results of an interim agreement 
signed on that day at Geneva between 
Canada and the United States. Members will 
recall that this agreement provides for direct 
tariff concessions on items which have been 
traded between Canada and the United States 
in recent years at a level of between $130 
and $140 million per annum. At that time 
I also drew the attention of the house to the 
interim agreements which the United States 
negotiated with a number of other countries 
and which, under the operation of the most- 
favoured-nation principle of the GATT, will 
convey indirect benefits of very considerable 
significance to Canadian exports. On April 6 
my colleague, the Minister of Trade and 
Commerce, informed the house that, arising 
out of these agreements, Canada will receive 
indirect concessions on items amounting to 
$85 million on our exports to the United 
States and $140 million on our exports to the 
European Economic Community. 
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The results of Canada’s bilateral negotia- 
tions with other countries will be announced 
in the near future. I should also point out 
that numerous agreements will be concluded 
between other pairs of countries which will, 
on the most-favoured-nation principle, yield 
further indirect benefits to our export trade. 
These will be made known at the conclusion 
of the conference. 


In addition to the Tariff Conference, another 
important development in the GATT was the 
Ministerial Meeting which was held in 
Geneva from November 27 to 30, 1961, at 
which Canada was represented by my col- 
league the Minister of Trade and Commerce. 
Ministers addressed themselves on this occa- 
sion to three main questions: the possibilities 
for further reduction of tariff barriers to 
trade including possible new techniques for 
tariff reduction, methods of reducing barriers 
to trade in agricultural products, and obsta- 
cles to the trade of less-developed countries. 
During the meeting ministers reaffirmed their 
confidence in the General Agreement as the 
basis for the trading relationships of their 
countries. 


Another noteworthy development in the 
GATT was the negotiation under its auspices 
of the International Cotton Textile Arrange- 
ments. A Short-Term Arrangement valid until 
the end of September this year was drawn 
up last July, and was followed this February 
by a Long-Term Arrangement which will last 
five years beginning October 1, 1962. The 
object of both Arrangements is to expand 
export opportunities for the less-developed 
countries which produce cotton textiles in 
substantial quantities as well as for Japan 
while, at the same time, preventing disrup- 
tion in the domestic markets of importing 
countries. 

As members know, the Canadian govern- 
ment has consistently supported the principle 
of orderly growth in this field. In respect of 
Japan which is by far the largest supplier 
of low-cost textiles to Canada we have relied 
upon the Japanese government’s system of 
i voluntary controls on exports to Canada of 
products where Canadian producers have 
|experienced market disruption. On April 3 
I informed the House that an understanding 
had been reached with Hong Kong pursuant 
tothe Geneva Textile Arrangements whereby 
| shipments to Canada of certain textile prod- 
ucts from that country will be limited. 

The Geneva Arrangements on Cotton Tex- 
tiles embody an internationally agreed frame- 
work in the cotton textile sector (as well as 
in substitutes for cotton) for the kind of 
solutions to the problem of avoiding market 
disruption which we have consistently ad- 
vocated and pursued in the past. 
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Turning to world payments and the ac- 
tivities of the International Monetary Fund, 
1961 continued to be marked by some in- 
stability in the exchange markets. The outflow 
of gold from the United States was much 
reduced last year but sterling came under 
heavy pressure. In August the International 
Monetary Fund agreed to lend the United 
Kingdom the equivalent of U.S. $1,500 million 
in the currencies of nine member countries, 
including the equivalent of U.S. $75 million 
in Canadian dollars. Since then, the position 
of sterling has substantially improved. 


The events of 1961 clearly demonstrated 
the growing interdependence of major cur- 
rencies in an era of widespread convertibility 
and their vulnerability to speculative attacks 
in the absence of adequate international co- 
operation. The need for effective arrange- 
ments to overcome such problems led to the 
recently announced decision by ten major 
industrial countries to stand prepared to lend 
their currencies to the International Monetary 
Fund up to specified amounts when the fund 
and these countries consider that supplemen- 
tary resources are needed to forestall or cope 
with an impairment of the international 
monetary system. The total amount of sup- 
plementary resources to be made available 
is the equivalent of U.S. $6.0 billion, of which 
Canada’s undertaking will, subject to the 
approval of parliament, be U.S. $200 million. 


The purpose of these supplementary stand- 
by funds is to ensure that adequate resources 
will be available to the International Mone- 
tary Fund to enable it to support the stability 
of important currencies and reduce the 
dangers of speculative pressures. This is an 
essential aim if the expansion of world trade 
is not to be hampered by restrictive actions 
on the part of countries in balance of pay- 
ments difficulties. Canada, as a major trading 
nation, has supported these proposals to 
enlarge the resources available to the Inter- 
national Monetary Fund, and will benefit from 
the new stability which this arrangement will 
undoubtedly impart to the system of world 
trade and payments. 

In addition to our activities in the GATT 
and the International Monetary Fund, Canada 
has, of course, taken a full and active interest 
in the new Organization for Economic Co- 
operation and Development which replaced 
the organization for European Economic Co- 
operation last year. It will be recalled that 
Canada was the first country to ratify the 
new convention under which Canada and the 
United States are now full members of the 
Organization along with the eighteen coun- 
tries of western Europe. Elected as its first 
Chairman, I had the honour to preside over 
the first meeting of the Mnisterial Council 
of the OECD last November 16 and 17 in 
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Paris. On that occasion the ministers ex- 
pressed their determination to promote the 
three objectives of the OECD, namely, the 
achievement of sustained economic growth, 
greater aid to the less-developed countries, 
and the expansion of trade on a multilateral 
non-discriminatory basis both among OECD 
countries and between OECD countries and 
the rest of the world. 


The OECD ministers set as a collective 
target the attainment during the decade from 
1960 to 1970 of a growth in real gross national 
production of 50 per cent for the 20 member 
countries taken together. This is a collective 
target; the rates of growth of individual 
countries are naturally not expected to be 
uniform. However, the OECD emphasis on 
growth and on measures to expand trade 
means that the efforts of a particular country 
will be aided and made more effective by 
simultaneous expansion in other countries. 
Canada will continue to support these ob- 
jectives of the OECD and will continue to 
participate actively with the other members 
in economic discussions on a wide range of 
issues in a spirit of friendly co-operation. 


It will be clear from this review of inter- 
national trade and financial developments 
that Canada has continued to play a full, 
responsible and constructive role in whatever 
co-operative arrangements are needed to 
promote the objectives of expanding inter- 
national trade, raising living standards and 
improving the functioning of the world pay- 
ments system. In the face of the rapid march 
of events we have been alert to the opportu- 
nities for Canada as well as the dangers and 
have been active in the search for whatever 
solutions will best serve the interest of 
Canada, the Commonwealth and the free 
world. 


APPENDIX "B” 


[The complete text of the Budget Speech, 
as originally prepared for presentation to 
Parliament, included the following section 
which was abbreviated during the actual 
presentation. | 


DOMINION PROVINCIAL RELATIONS 


During the past year parliament has ap- 
proved a new system of fiscal arrangements 
with the provinces. Under this new system 
the provinces have reassumed their constitu- 
tional rights and responsibilities to impose 
and vary their personal and corporation in- 
come taxes as they see fit. At the same time 
the dominion government has offered to 
collect these provincial taxes free of charge 
provided the tax base is the same as under 
the federal tax law. Thus the provinces have 

[Mr. Fleming (Eglinton) .] 


been spared the expense of administering 
their own tax systems while preserving the 
right to vary the yield from them by action 
independent of the dominion government. 
At the same time the offer of this free col- 
lection service encourages the provinces to 
adopt a uniform tax base and is therefore a 
contributing factor to simplicity and uni- 
formity in the tax system as a whole and the 
taxpayer is helped by not being required to 
complete more than one return. 


Under the new arrangements the Depart- 
ment of National Revenue will collect the 
personal income tax for nine provinces and 
will collect the corporation income tax for 
eight provinces. 


This new freedom for the provinces has 
been accompanied by an increase in the 
provincial share of the personal income tax. 
When this government took office the prov- 
inces received a tax rental equal to 10 per 
cent of the federal income tax. This rental 
was raised to 13 per cent commencing in the 
fiscal year 1958-59. The new arrangements 
provide for a reduction in federal personal 
income tax of 16 per cent in the first year 
of the arrangements rising by 1 per cent 
each year to 20 per cent in 1966-67. Thus the 
provinces without imposing any additional 
burden of taxation will by the last year of 
the new arrangements be receiving double 
the share they received when this govern- 
ment took office in 1957. 


At the same time the new system of fiscal 
arrangements provides for a broader and 
more realistic system of equalization which 
takes account of the variations. in natural 
resource revenue as well as in the yields of 
personal income tax, corporation income tax, 
and estate tax. In addition, the Atlantic 
Provinces Adjustment Grants which this 
government introduced in 1958 have been 
increased by 40 per cent from $25 million 
to $35 million per annum and the special 
payment of $8 million per annum to New- 
foundland has been extended for a further 
five-year period. 

The result of the new fiscal arrangements 
will be to increase very substantially the 
contributions to the provinces by way of 
unconditional grants or tax abatements. The 
estimated value of these unconditional grants 
and abatements to the provinces for 1962-63 
is $980 million, an increase of $122 million 
over last year and of $428 million over 
1956-57. Although the increase in uncondi- 
tional grants to the provinces since 1956-57 
has been large, the increase in conditional 
grants has been even more rapid. I should 
like at this point to insert in Hansard a table 
showing the amount of the federal contribu- 
tions to the provinces and certain payments 
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to institutions in the provinces for the fiscal 
years 1956-57 to 1961-62 together with the 
estimated amount for the years 1962-63. 


[Editor’s note: See Table 5 on page 14.] 


It will be seen that the total of all these 
payments and abatements, conditional and 
unconditional, is estimated at $1,794 million 
for 1962-63, more than two-and-one-half times 
as great as the total of $689 million in 1956-57. 
Conditional grants as estimated for 1962-63 
at $749 million are not far short of seven 
times the total of $111 million for the fiscal 
year 1956-57. 

This enormous increase in the contributions 
to the provinces has assisted them directly 
and indirectly in the provision of essential 
services and has placed them in a better 
position to assist their municipalities. It has 
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greatly added to federal financial burdens 
and has given rise to federal budgetary 
deficits. In fact, the cumulative increase in 
these contributions to the provinces over the 
past five years has been greater than the 
cumulative budgetary deficits for that period 
by no less than $376 million. I should like at 
this point to place in Hansard a table which 
compares the budgetary deficits of the domin- 
ion government for the period 1957-58 to 
1961-62 with the increase in contributions to 
or for the benefit of the provinces. 


[Editor’s note: See Table 6 on page 15.] 


As a further measure of federal assistance 
to the provinces I should also refer to the 
resolution now in the order paper which 
makes provision for federal crown corpora- 
tions to pay provincial commodity taxes and 
licence fees. 
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FOREWORD 


The purpose of these Papers is twofold: 


1. to present a general economic review of 1961, bringing together in one 
place and in convenient form some of the more comprehensive indicators 
of economic conditions prepared by the Dominion Bureau of Statistics, 
the Bank of Canada and other Government Agencies, together with 
brief comments; 


2. to present a preliminary review of the Government Accounts for the 
fiscal year ending March 31, 1962. 
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PART I 
ECONOMIC REVIEW OF 1961 
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The tables in this Budget Paper are based upon estimates provided by the 
Dominion Bureau of Statistics, the Bank of Canada and other Government 
Agencies. Some of the figures appear for the first time; others have been published 
elsewhere. All 1961 estimates are preliminary and subject to revision. 


ECONOMIC REVIEW OF 1961 
GENERAL 


1961 was a year of expansion in the Canadian economy. In the midst of a 
wide variety of economic forces which influenced Canadian developments, some 
of which will continue to be of importance in the years ahead, the economy re- 
sponded to policies undertaken during 1961. Then too, the external environ- 
ment, one of the more basic elements determining Canada’s economic well-being, 
was, on the whole, favourable to the course of expansion. 


In the 1960 Budget Papers reference was made to the unusual conjuncture 
of economic forces, special, cyclical and longer term that were having adverse 
effects on the Canadian economy. This condition lasted into the early months 
of 1961, and by March 1961 the index of industrial production was 4 per cent 
below the peak level reached at the beginning of 1960. Unemployment was 
high, being close to 8 per cent of the labour force, after allowing for normal sea- 
sonal movements. The deficit on international current account was running at an 
annual rate of $1.2 billion, or the equivalent of about 34 per cent of the Gross 
National Product. This represented, in effect, the net importation of resources 
from abroad which, given the extent of unused capacity in Canada at that time, 
was at a level clearly inappropriate to Canada’s economic circumstances. These 
relatively unfavourable conditions do not, of course, tell the entire story: em- 
ployment and incomes had continued to rise throughout 1960 and prices had 
risen scarcely at all. 


It was against this very briefly sketched background that Canada entered 
the spring months of 1961. At that time economic conditions in the United 
States began to improve and, as the earlier American deterioration there had 
imparted a downward influence on Canada’s economic activity, so did the sub- 
sequent business upswing impart a more favourable influence. At the same time 
the expansion of exports to other countries was reinforced by some additional 
large grain sales, helping to improve Canada’s external position. 


The wide range of economic and financial policies followed by the federal 
government in 1960 and 1961 was designed to facilitate the flow of Canadian 
savings to Canadian borrowers and reduce excessive capital inflows from abroad. 
In the event, these policies resulted in a reduction of upward pressures on 
Canada’s exchange rate and reduced the deficit on international current account. 
At the same time, the size of the budget deficit was increased to enlarge the 
flow of purchasing power to the general public, in a period when there was a 
considerable amount of unused economic capacity. 


From March to December 1961, (the month of the latest available data) the 
index of industrial production rose by 9.1 per cent, bringing it to a level 4.7 per 
cent above the previous cyclical peak of January 1960. The most comprehensive 
measurement of economic activity, the Gross National Product, increased from 
its first quarter low to the fourth quarter by $2.4 billion, or by 7 per cent, and at 
year end was about 3 per cent above the average of 1961 as a whole. Employ- 
ment responded to the improved pace of economic activity and rose at a more 
rapid rate than in 1960 and the rate of unemployment began to fall. By August 
1961, the numbers of unemployed were below those experienced one year earlier 
and, by year end, the rate of unemployment (after allowance for normal seasonal 
movements) had fallen from the cyclical peak of 7.8 per cent at the beginning of 
the year to 6.1 per cent of the labour force. 


53819-9—44 


44 


"€ S1IBL ‘Z 9}0U}00} 89g (2) 
‘prvog JVoy MA UBIPeULD ay} Jo SUOIZVIOdO ay} JO JNO BuISLY sZutUIBE ponsooV Sopnfouy (2) 


“Suoryeiodi09 yelouBUy-UOU UBIPBUB,)-UOU Jo S}YOId Jou BUTOS SepN[oUT OS] “SULOSUT SNOOUGT 
-[Q0SIU puB 4SOIOJUT ‘UY Ul Ulese popNOUT St It JoNpOlg Jeuoryey jo Jared osye st xv4 Sul ppoyyyes ay} 9oUTg “UIEzT SIY} OF aPqvorfddy xvz Surpoyy aM sepnpouy (1) 


ee ee aa Meee tent. ee: 


(966‘98) |(ose‘9e) |(9ge‘se) |(969'FE) |(s8T ‘og) |(ose‘re) |(rsr‘te) |(OPL‘ts) |” ie he eo ee oe ae “*(sozBIedQ, WIG 

JO oWODU] JON ponsooy Zurpnyoxa sootig JoxIV YY 7B JoNpoIg [BUOLwN SSOID) "FI 
C86 ‘LE 968 ‘LE SSF SE 09g “es PSE ‘9 OL SE 029 ‘Ss 886 ‘SS srreereessesses(77 LTT +OT+6) SIN JOYILA FV ON POId [VUOHEN SSOIS “E1 
961— 9¢— = oF +01 96 x01—- a ree aa Oh cs stamens) Ry cata egete Mere aoa te 9yBUIT]S JO IOI [ENpISEYy “zy 
Slt F 88e ‘F $82 FP Clout 8h2 ‘F 82 ‘F 0Z8‘F 062 ‘F "“sjzueurysn{pe uorjenyes Shoouy|foteyer puv soouemoye uoryduinsuoy [vjytdeD “TL 
268 ‘> OFS ‘F $8S ‘F z 966 ‘F Och F 268 ‘F OSF ‘F 9Ch ‘F aie ovalcdile Sael aN cies aMeiel ae! eeitiele B spas) elma Wiel enw, eres 76 (0) 6: a)d! 0 ays, sai pIsqns sso] Soxe} qoolIpuy OL 
FES 8s Fes Se 099‘L¢ F¥9 ‘92 OLE Le S¥6 ‘92 F269 S91 tS Sie oe wa a eS ay (gtztot+s+r+e+e4 1) sm0suy [RUOIVEN °6 
$0Z— Pl See, $9 ee ‘ OF #8 $9 —s +0T = 9&1 PE hr OR ORS Once nc i ac COR OCs se ait SCRA eee eet ewe (¢) }UOUTASN{ ps uoryen|vAa A1O}UIAUT "8 
80€ 'Z CLES FCS 360% 68S 9ST ‘°% 961‘ Oh C. Bist ae ee = eee Gk ee S ssoursnd po}vIodoouruN Wide j-uOU JO VUIODUT JON “L 
986 910'T 6&6 198 BSS ‘T OFT ‘T OSI‘ SEG. ch laee ee ee “+++ quorjonpoad urIey ULOIy S10;RIEdO UIIT] JO oULODU! Jou Pandy “9 
eos ‘% 919% 89'S OSt ‘% QEF'S LE ‘Ss 968 °% OceiG. Saige se oe ee Med, sam SUIOOUY JUSUIISOAU! SHOSUET[OSIUT PUG “ySa10}Ul “FUE “g 
oIg— Shs — vrs — ShL— Och — 887— 887 — $87 — hie =e, “ei ada Sena fin toes qS}ueptses-uou 0} pred spueplarq :youped “F 
FF8' 889‘ H9E‘E 996 ‘ CLIS 9LI'S FSS 91g‘ “s]UepIseJ-uou 0} pred SpuEprATp eoJaq puL Soxvz 0.10}oq syyoud woryesodsoy “¢g 
LS FS FES OFS ZEG TOS 00g 00g seisinierie\ hroleliwie |b 6) laiieicer © AG, arp) (pv e4S,'s (aye) 8 elc@ifelni.)e\rwikepmia ieee *soouBMOTIE put Ard Arey ‘Z 
868 ‘6T 090 ‘6T 9&2 ‘8T GIF ‘81 893 ‘8T GLI ‘8ST PF ‘ST COG LT Sale tear oe eee | * gurooul inoqvy] Arv}ueue[ddns puv ‘soliBpes ‘sosB\ “| 


(sruj[op Jo SuOTTIT IN) 


OF . l= Of) “tS Oce |p Sr pee cee le 1) CoelieetOL 
1961 AdvurUITelg 0961 


(soyey [enuuy 4B peysnipy Al[[euosvag) 
LOAGOUd TVNOILVN SSOUD GNV ANOONI TVNOILLVYN 
T HTadVL 


45 


On the financial side, interest rates declined generally after mid-year, and 
the spread between Canadian and United States interest rates narrowed appre- 
ciably. Liquidity increased in the economy and a larger share of total borrowing 
was financed in Canada. ‘This was reflected in the decline in the capital inflow 
from abroad and the reduction of the external price of the Canadian dollar. The 
international current account deficit was accordingly reduced in 1961. 

The economic expansion of 1961 was achieved without disturbance to the 
relative stability of prices. A variety of price indexes, including the consumer 
price index and the price index applicable to Gross National Product, averaged 
less than 1 per cent higher in 1961 than in 1960. These and other developments 
are discussed more fully below. 


THE NATIONAL ACCOUNTS 


NATIONAL INCOME AND PRopucT 

As indicated above, the Gross National Product rose substantially through- 
out the last nine months of 1961. By contrast, the movement within 1960 had 
been irregular, falling from the first to the second quarter, then increasing to the 
fourth quarter before declining again at the beginning of 1961. The irregularity 
of the movement of G.N.P. throughout 1960 and into the first quarter of 1961 
makes less meaningful a comparison of the annual averages of these two years; 
indeed such a comparison masks the significant strengthening in economic 
activity which took place throughout 1961. Further, the measurement of 
Gross National Product includes the value of farm production and the annual 
figures for 1961 reflect the sharp decline in farm inventories which resulted 
from the drought in western Canada as well as enlarged grain exports. The 
1961 grain crop turned out to be only about three-fifths of its average value in 
recent years, and the increase in G.N.P. was correspondingly reduced by about 
$400 million, or about 1 per cent. (It should be noted, however, that farm 
cash income was maintained at peak levels, with sales made possible out of 
previously accumulated stocks.) The net result of all these factors was that 
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G.N.P. in 1961 rose to about $36.8 billion, 2.5 per cent above the average of 
1960. With prices relatively stable, about four-fifths of this increase in yearly 
averages represented a gain in real volume. 


As was previously pointed out, the G.N.P. seasonally adjusted in the fourth 
quarter of 1961 was already about 3 per cent above the average of the year as a 
whole, and 7 per cent above the first quarter of 1961. This compares favourably 
with the increases during the early phases of previous upswings. 


The following table and accompanying chart illustrate this point. They show 
changes in the value and volume of non-farm output during the downswing and 
early phases of the upswing in 1953-54, 1957-58 and 1960-61. The purpose of 
making comparisons with the low point of activity is, of course, to show the 
relative strength of the upturn. However, this type of comparison has only a 
limited meaning by itself, since an upturn is more likely to be strong after a steep 
than after a mild decline. For this reason, it is useful also to compare the current 
level of activity with that prevailing before the declines took place, i.e. at the 
previous peak, in terms of both the value and the physical volume of output 
at these points. This shows that the recent gain (late 1961) in real terms was 
larger than the expansion in the immediately preceding upturn (1958) in which 
the value increase contained substantial elements of price. 

Output of the services-producing industries of the economy rose during 
1961, reflecting a continuation of the almost uninterrupted longer run movement, 
and reached new peaks, both in total and for each major service industry. For 
the year as a whole, output in services averaged about 3 per cent above the level 
of 1960. 

The goods-producing sector of the economy produced a less even picture, 
as might be expected. This is typical of the goods sector, which is more subject 
to varying demands, including shifts in inventories and in fixed investment 
within the country, and changes in foreign demand for goods including, again, 
shifts in inventories and fixed investment in foreign markets. The greater 
volatility of output in this sector, relative to services, is associated with wider 
swings in employment, particularly of males, who predominate in goods-producing 
industries. 


VOLUME OF NON-AGRICULTURAL OUTPUT 


(COMPARISON OF YEARS 1953-1957, 1957-1960, 
1960-1961 WITH PRECEDING PEAK OF ACTIVITY =100) 
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TABLE 2 
SOME COMPARATIVE RATES OF RECOVERY 


Value of % Change Volume of % Change 
Non-farm % Change Preceding Non-farm % Change Preceding 
Date Output™ 3 quarters Peak to Output™ 3 quarters Peak to 

(Preceding | after trough 3 quarters (Preceding | after trough 3 quarters 
Peak =100) after trough | Peak=100) after trough 

1Q 1960 100,0 100.0 

1Q 1961 100.5 99.4 

4Q 1961 106.6 +6.0 +6.6 104.0 +4.6 +4.0 

1Q 1957 100.0 100.0 

1Q 1958 100.2 98.4 

4Q 1958 104.9 +4.7 +4.9 101.7 +3.4 +1.7 

2Q 1953 100.0 100.0 

2Q 1954 101.3 99.0 

1Q 1955 107.0 +5.6 +7.0 105.1 +6.2 +5.1 


@® The data in this table and in the accompanying chart exclude farm output and interest and dividend 
payments to and from abroad, and thus differ somewhat from the measurement of gross national 
product. The value of farm production has been deducted since, for statistical reasons, the seasonally 
adjusted value of the grain crop for the calendar year is allocated evenly throughout the four calendar 
quarters, complicating comparisons between quarters of different years. The interest and dividend 
adjustment has been made to the value figures in order to make them comparable to the volume 
figures, which measure output on a gross domestic basis, i.e. of goods and services physically produced 
in Canada. It should also be noted that price comparisons cannot be derived with precision from the 
value and volume indexes in this table. For purposes of price comparison, the deflators of Gross 
National Expenditure are more accurate. 


Data prepared in Department of Finance. 


In 1961 the volume of total agricultural output declined because of drought 
conditions in western Canada, the drop in grain output more than offsetting 
increases in the remainder of the agricultural sector. Apart from agriculture, 
output in the rest of the goods sector showed a yearly average gain. Manu- 
facturing output, which had declined during 1960, rose throughout 1961 and at 
December was somewhat above the previous peak level of January 1960. This 
reflected, in the main, movements in durable goods production, since out- 
put of non-durable goods had been relatively flat in 1960 and rose signifi- 
cantly in 1961. Developments in durable manufacturing were more volatile. 
From January 1960 to January 1961, output in durable manufacturing declined 
by 11 per cent, then increased and by December 1961, was almost back to the 
level of January 1960. 

Mining output reached new peaks in 1961, rising sharply in the course of 
the year. There were gains in some metals including nickel and copper, but the 
larger increases came from the output of non-metals and fuels, especially asbestos, 
natural gas and petroleum, the latter groups enjoying larger markets both at 
home and abroad. 

The output and distribution of electric power and gas utilities continued its 
steady rise and increased by 7 per cent over 1960. 

In the construction industry, there was an increase of about 3 per cent in 
the yearly average due to the increase in the non-residential component. During 
the year as a whole forestry output declined but fishing and trapping showed 
increases. 

Considering developments in the labour force in 1961, which will be dis- 
cussed more fully in a later section, four main points stand out: the recent sharp 
increases in the labour force slackened; there were significant increases in employ- 
ment; employment of males rose substantially for the first time in about two 
years; and the level of unemployment declined in the course of the year. By 
December 1961, the labour force was 1 per cent, or 65,000 higher than a year 
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earlier, and total employment was up 3 per cent, or 180,000, of which 125.000 
were males and 55,000 females. Unemp!oyment declined by 115,000 persons 
from December 1960 to December 1961. 


Turning to the flow of incomes in 1961, the major components showed 
increases from the first quarter of the year. By the fourth quarter, national 
income was running at an annual rate of $28.8 billion. compared with $26.6 
billion in the first quarter of the year and $27.2 billion in the first quarter of 1960. 


The sharpest gain within 1961 took place in corporation profits, which had, 
however, shown the sharpest decline during 1960 and early 1961. During 1961 
corporation profits increased from the first to the fourth quarter by 30 
per cent. This brought profits to a new peak rate of about $3.8 billion in the 
fourth quarter, surpassing the previous peak of the fourth quarter of 1959 by 
about 4 percent. The increase in profits during 1961 reflected the sharp pickup 
in production and the relative steadiness of costs. 

Labour income rose by 5 per cent from the first to the fourth quarter of the 
year. During the same period the number of paid workers and average hourly 
earnings rose significantly while there was also a modest rise in the length of the 
average work week. ‘The rise in personal disposable income paralleled that of 
labour income. Taking into account the stability in consumer prices and 
the estimated rise in population, there was a significant gain in per capita real 
disposable income from the beginning to the end of 1961. 

Rent, interest and miscellaneous investment income increased about 6 per 
cent from 1960 to 1961. The level of farm income in 1961 was reduced from 
1960 due to the drought and subsequent decline in grain production in 
western Canada. Cash income was maintained at record levels, however, due to 
increasing export and domestic sales of grains and other farm commodities, 
requirements of grain being met out of previously held stocks. 

Net income of ‘‘other unincorporated business’”’ rose somewhat in 1961. 


NATIONAL EXPENDITURE 


Between the beginning and end of 1961 all of the components of demand 
on a seasonally adjusted basis increased thus providing the support for the upward 
movement in the economy. Over the period as a whole, gains in consumer spend- 
ing and exports were the largest elements in the rise, with increases in government 

TABLE 4 


CHANGES IN COMPONENTS OF GROSS NATIONAL EXPENDITURE 
(Millions of dollars) 


First Quarter 1961 to Fourth Quarter 1961 


Consumers yaaa ct rece ae ee Nae er ee areola Snel de UMASS oe ioe os +816 


GoVerniment cic -b altras or oc bisa ot erste ee Ps te ce cree worsen ay ewan. s Ryaite ve tate eevee +460 
Business Investment 
EV GUST ie eae erate eto re ata eRe en TSE ee (oC ete e tie ae cis hice orate es ea siemens +132 
Plantrand shquipin 6nt em tee. ose oth eohoes entice ere eee ts ass eee aici che aR ak Shae ee +176 
EGXPOPrts Sapien ace areata hers EP aS aY, PE ie ORR IS 0G hacek aria. tse 5, obiiua do leet sisia aveueresersle Reine +772 
SUDLOEGEY 5 PA eel Hii Mey er FSS Ry SLs re 5 Hares Peni ag ER Rs Bid ETS Gee +2, 856 
Non-farm bUsinessuMVeNnOries esses Chee ee Re ee thee cia ss ce oon aac ie oteic elereih ora: wares aicnerdtele +444 
Farm inventones andirrainunicommercial.channelase, eteae tas oc cniasde caus eae seeks soma een —204 
Totali Purchases 226m. cs cs oo ane rere etek cle ne hae eee sa elewee sea bee oarele +2,596 
BB ray sco) gi ee. Senet UN 6 Cis Oieae Geilo SENG AN On AS AEA > GHGs Golo DESC Bona Centes etes eee te min ae — (+468) 
KREsIGUaIHE OT sees ML ie oie eee ete seit ene DI ees cae oe cig ne cidisiee vlenewe eee +244 


|——_—_—_——_ 
Gross National expenditure.c.oe. oc oc cnc ce ocho. 08 ee dob ovacactes. Nome tesla t eiesewe 
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spending on goods and services being next in magnitude. Business investment 
in fixed plant and equipment and in non-farm inventories also increased signifi- 
cantly from the first to the fourth quarter. In total, demand, both domestic and 
foreign, rose by about $2.6 billion over the period, and was met by increases in 
domestic production of $2.1 billion and additional imports totalling $0.5 billion. 


As between the first quarter of 1960 (the preceding peak) and the fourth 
quarter of 1961, the change in the composition in total demand was substantially 
different from that which took place from the beginning to the end of 1961. 
Between the first quarter of 1960 and the fourth quarter of 1961, farm inventories 
and grain in commercial channels declined by about $700 million, reflecting both 
the lower grain crop in 1961 and higher export sales. At the same time the 
accumulation of non-farm business inventories was smaller by $188 million, 
reflecting the reaction to the post-U.S. steel strike inventory accumulation in 
early 1960. Total business fixed investment was also at a lower level in the 
fourth quarter of 1961. Offsetting these influences were larger increases in con- 
sumer and government spending, the two sectors rising in total by $2.6 billion 
over the seven quarters. 


During 1961 consumer spending increased steadily from the first to the 
fourth quarter. Increases in government spending on goods and services were 
fairly steady throughout the year. Housing outlays were higher in the second 
half of the year as were outlays on business plant and equipment. Exports rose 
very sharply in the third quarter and more than maintained the rate in the last 
quarter of the year. Liquidation of farm inventories was very heavy through- 
out the year, reflecting large grain sales and a much reduced crop. The accumu- 
lation of non-farm business inventories was small during the first three quarters 
of the year, but moved up significantly in the last quarter. In contrast with 
previous upswings, inventories have so far played a more modest role in the 
expansion of demand reflecting different fundamental conditions including ample 
supply and steady prices. 

Turning to expenditure items in more detail, consumer spending rose 
throughout 1961 after having shown a fractional decline in the first quarter of 
the year. In the last three quarters of 1961 consumer spending increased by 
about 33 per cent and by the end of 1961 was 8 per cent above the rate in the 
previous peak in general business activity in the first quarter of 1960. Prices of 
consumer goods and services changed very little in the course of 1961, so that 
the value increases in spending represented gains in real terms. 


Purchases of durable goods seasonally adjusted rose by more than 14 per 
cent within 1961. The gains were concentrated in purchases of new cars which 
after declining in the first quarter of the year reached a level in the fourth quarter 
about 10 per cent above the level of a year earlier. Prices of durable goods, 
particularly automobiles, declined in 1961, compared with 1960, so that the 
increases in real terms were even greater than the gains in value terms. 


Consumer spending on non-durable goods rose steadily until the fourth quarter 
of the year when it declined slightly but was still more than one per cent above 
the level of the first quarter. Consumer spending on services continued its long 
term rise throughout 1961, increasing from the first to the fourth quarter by 
about 8 per cent, of which nearly 2 per cent represented increases in real terms. 
The main part of the value increase was accounted for by spending on medical 
services and on rents (paid or imputed on owner-occupied dwellings). 

Government spending on goods and services rose from the first to the fourth 
quarter by 7 per cent. More than one-half of the increase in this period took 
place at the provincial and municipal levels. For the year as a whole, govern- 
ment spending on goods and services rose by $500 million, of which about $45 
million reflected increased capital outlays. 
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Business fixed capital formation rose in the second half of 1961, after de- 
clining in the earlier part of the year and by the fourth quarter of 1961 had sur- 
passed the level achieved one year earlier. Movements were diverse throughout 
the year. During the first quarter of the year housing starts were at a very high 
rate carrying forward the upward movement begun in the last quarter of 1960. 
This increase in starts was not reflected in housing completions until the third 
quarter of the year. Starts declined from the very high rate in the first quarter, 
and then increased irregularly until the closing months of the year. For 1961 as 
a whole starts totalled about 125,000 units, some 15 per cent above the previous 
year, while completions were 116,000 units, 7 per cent below 1960. In November 
1961 the N.H.A. maximum interest rate was lowered from 6% per cent to 6% 
per cent. 

Business investment in new plant and equipment is described more fully 
in the section on Investment and Capital Expenditure. In broad terms, outlays 
for both plant and equipment were somewhat below the levels of 1960, although 
within 1961 itself there was a firm upward trend during the second half of the 
year. For the first time in seven years there was a relative stability in costs 
of non-residential construction. 

During 1961 there was a net liquidation of inventories in Canada. This 
liquidation was more than accounted for by a reduction in grain inventories 
which arose from a combination of increased marketings (notably exports) of 
grains and a much reduced grain crop in western Canada. On the other hand, 
there were some increased livestock inventories on farms. As against the net 
depletion of farm stocks there was an increase in holdings of non-farm business 
inventories of $209 million, with the largest increase taking place in the fourth 
quarter of 1961. 


TABLE 6 
CHANGES IN INVENTORIES 


1961 quarterly at annual rates ; 
1961 


LQa rl i) 20) Pye ee thlekO Annual 
(Millions of dollars) 

Manufacturing.............. Vateithetotaie Raat aun etree ar — 24 — 60 — 84 252 21 

Wiholesale Tradeya.sios same taceoceth niet ie eee ate 68 16 — 4 176 64 

TROCAU rag en sical acen, gi Mae ty iri a ae ea — 64 20 204 224 96 

Otheras cet. fotos Mee: ee ye ee 80 192 — 12 —148 28 

Non-farm Business Inventories...............seee- 60 168 104 504 209 
Farm Inventories and Grain in Commercial 

Channelay 2%: 45 tut o2 hte Os, dome seers —392 —380 — 420 —596 —447 

Total Inventory Change.......................-. —332 —212 —316 — 92 —238 


During 1961, manufacturers, especially of durable goods, continued to 
draw down stocks well after the pickup in general business activity, and it was 
not until the fourth quarter that significant accumulation of inventories took 
place in that sector. Other non-farm business sectors tended to accumulate 
inventories hesitantly and erratically in the course of the year. Over the year 
as a whole the buildup was small in relation to previous upswings and in the 
manufacturing sector the rate of increase in stocks was less than in shipments, 
so that at year end the ratio of stocks to sales was somewhat below that of the 
previous year. 
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Some indication of the modest increase in inventories may be given by 
measuring the ‘‘swing’’ in non-farm business inventories for the three quarters 
from the low point in general business activity for 1961 and 1958. 


(1) (2) (3) (4) 
Change in Change in 
Non-Farm Non-Farm “Swing’’ 
Trough in Business activity Business Business 
Inventories Inventories Col. (8) 
during three quarters Minus 
quarter after trough Col. (2) 
(Millions of dollars) 
1Q 196T ee eto cave oe 60 504 +444 
TQ: 1058 fee acer eee ere ets Ran crsce — 688 72 +760 


The moderate nature so far of the inventory upswing reflects, as has been 
previously noted, conditions of more ample supply and rapid delivery as well as 
more cost consciousness and a decline in the fear of the possibility of inflation. 
The lower rate of inventory accumulation in this upswing compared with the 
last may have had some bearing on the demand for financial resources and the 
lesser increase in interest rates as compared with the preceding upswing in 1958. 

Exports of goods and services rose in 1961 more rapidly than imports, so 
that the deficit on current account narrowed, compared with 1960. The increase 
in exports was generally maintained throughout the year and was concentrated 
in commodity exports which rose to a new peak. ‘There were, in addition, other 
significant developments which are discussed more fully in a subsequent section. 
For the first time since 1954, there was a surplus on merchandise trade account 
(adjusted to conform with balance of payments definitions). 


PERSONAL INCOME AND ITs DISPOSITION 


Personal income fell slightly from the fourth quarter of 1960 to the first 
quarter of 1961, but subsequently rose to $28.8 billion in the fourth quarter of 
1961, a 5.6 per cent increase over the first quarter. 

TABLE 7 


SOURCES OF PERSONAL INCOME 


a 1958 | 1959 1960 | eevee 
(Millions of dollars) 
1. Wages, salaries and supplementary labour income. 16,521 17,463 18,119 18, 884 
Deduct: Employer and employee contributions to - 
social insurance and government pension funds. —615 —651 —735 —781 
2° Militaryspay ~andvallowancesea aceh seen ce eae 491 496 509 550 
3. Net income received by farm operators from farm 
PLOGUCEIONC) opener rete hs craters er tne 1,201 i238 1,188 909 
4, Net income of non-farm unincorporated business... 2,125 2,192 2,190 2,249 
5. Interest, dividends and net rental income of per- 
BONS) Mie Re es, een NEE ee ER OREN pee PPT Zook 2,742 2,850 
6. Transfer payments to persons— 
(a) from government (excluding interest).... 2,637 2,756 3,121 3, 348 
(b) charitable contributions made by corpo- 
rations... sua; P22 hy. flea ienotaaeh tee ears atte. 38 42 44 45 
7. Personal Income (1+2+3+4+5-+6)............... 24,675 25,972 27,178 28,049 


@) Excludes undistributed profits of the Wheat Board and an inventory valuation adjustment on a 
calendar year basis for grain held by the Wheat Board. 
(2) Includes all government debt interest paid to persons. 
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Among the components of personal income, wages, salaries, and supplemen- 
tary labour income rose throughout the year; farm income itself, while lower for 
the year as a whole due to the smaller grain crop, was higher in the latter half: of 
1961. Income of unincorporated businesses rose during the second half of the 
year due to improvements in trade and construction. Interest and dividend 
payments to persons, along with net rental incomes, rose 5 per cent during the 
year. The increase throughout 1961 in transfer payments from Government 
(excluding interest) was the reflection of a regular growth in family allowances 
and old age security payments, as well as payments to farmers under the Prairie 
Farm Assistance Act. These increases were offset to some extent by lower 
unemployment insurance benefit payments as the numbers of unemployed declined 
during the year. 


TABLE 8 
DISPOSITION OF PERSONAL INCOME 


va 1958 | 1959 | 1960 | Faas 
m (Millions of dollars) 
1. Personal direct taxes— 
(8) SNCOME CARES trscaatsreter cers sia lies cnepeneret etaveroeieieth: 1, 554 1,744 1,978 2,126 
(ap SUCCESSION VGAUGIES. 4 adem teeing ee eee comets errs 126 130 158 146 
(ce); mascellaneoustaxes? sete. tvs hace cote ee 115 213 221 232 
Total direct taxes.............000ceeeeees 1,795 2,087 2,357| 2,504 
2. Personal expenditure on consumer goods and 
services— 
Goods— 
(a) non-durable. si i.ccan. 2 acts tae an ee 10,878 11,303 11,699 12,139 
(ped uralb] Or rraccsavscne cin ovects ont Antanas ee eee 2,499 2,678 2,667 2,694 
SOFVICES ss iwahcisinten. bind SR eee Soe eee 7, 868 8,514 9,001 9,420 
Total consumer expenditure.............. 21, 245 22,495 23, 367 24, 253 
3. Personal saving— 
(a) personal saving excluding farm inventories... bs OA 1,466 1,439 1, 606 
(b) changein farm inventories.........5.........; —92 —76 15 —314 
Total personal saving.................0.- make Koo 1,390 pik aa eee 4,292 
4, Personal Income (14+2+3)..........ccecceceeecee. 94,675 | 25,972 27,178 | 28,049 


' Personal disposable income followed somewhat the same pattern as personal 
income and increased by about 3 per cent over 1960. Personal direct taxes (in- 
cluding, in addition to personal income taxes, succession duties, motor vehicle 
licence fees, hospital insurance premiums, etc.) rose from the first to the third 
quarter but moderated during the rest of the year. Total payments increased 
by 6.2 per cent over 1960 to a total of $2,504 million. Personal income tax 
payments rose by 8.7 per cent from the first to the fourth quarter of 1961. 
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The trend of personal saving, i.e., personal disposable income less personal 
spending, was generally upward during the year. 


TABLE 9 
PERSONAL SAVING 


1956 1957 1958 1959 1960 1961 
Personal saving as per cent of personal 
disposabletincome:.... fen ose: 6.5 Reef 7.1 5.8 5.9 5.1 
Personal saving, excluding change in 
farm inventories as per cent of per- 
sonal disposable income............. 5.4 6.2 (es 6.1 5.8 6.3 


(Millions of dollars) 


(1) Personal disposable income..... 20, 153 21,274 22,880 23,885 24,821 25, 545 
(2)= Bersonal saving yecses sewers oe oe 1,320 1, 202 1,635 1,390 1, 454 1,292 
(3) Change in farm inventories..... +241 —125 — 92 — 76 + 15 —314 


(4) Personal saving excluding change 
in farm inventories......... 1,079 IL BY/ 20 1,466 1, 489 1, 606 


DISPOSITION OF PERSONAL INCOME” 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
35 : : 
30 30 
PERSONAL SAVING 
PERSONAL EXPENDITURE 
25 ON TOTAL CONSUMER GOODS PERSONAL EXPENDITURE ON 25 
AND SERVICES CONSUMER DURABLE GOODS 
20 | oot > | : 20 
_——— 
ei aed : 
15 15 
10 10 
5 5 
0 0 


1949 1950 195) 1952 1953 1954 1959 


(1) SEASONALLY ADJUSTED AT ANNUAL RATES 


1955 1956 1957 1958 1960 196) 


For 1961 as a whole, personal saving amounted to 5.1 per cent of personal 
lisposable income. Excluding change in farm inventories the percentage was 
3.3 per cent, slightly higher than in four of the preceding five years. 


SOURCE AND DISPOSITION OF SAVING 


Total saving declined in the first quarter of 1961 but rose steadily during 
she remainder of the year. As noted in last year’s Budget White Paper and as 
llustrated in the accompanying chart, total national saving tends to follow 
slosely the movements of general business activity. 


56 


TABLE 10 
SOURCES OF SAVING 


ee ———————————————————————_____TEEEET 


1958 | 1959 1960 | Feel 
(Millions of dollars) 

Personal net Savane On esrcncececartes sawinsis ee wees cele 1, 635 1,390 1,454 1,292 
Business gross saving—total.............ssseececceees 4, 774 5,143 5,092 5,156 
(a) Undistributed corporation profits®........ er 876 989 793 779 

(b) Capital consumption allowances and mis- 
cellaneous valuation adjustments............. 3, 899 4,159 4,293 4,349 
(c) Adjustment on grain transactions®.......... - 1 — 56 6 28 
Inventory valuation adjustment. ...............-eeee — 35 —130 —55 — 86 
Government surplus (+) or deficit (—)............ —1,007 —520 —648 —893 
Residual error of estimate. .......0ccccccecescecncs 102 — 43 35 —61 
IDO CAN ec ere Sn so oe Deleon ae ie eens 5,469 5,840 5,878 5,408 


() See Table 7. 

@) See Table 12. 

(3) Accrued earnings arising out of operations of the Canadian Wheat Board. 
(4) See Table 16. 

(8) See Tables 1 and 3. 


Despite the increase during the year, total saving for 1961 as a whole was 
below the average for 1960 as a whole. Most of this decline was due to the 
smaller grain crop which had the effect of reducing both personal saving (by 
lowering farm net income) and inventories. Apart from this, business saving 
rebounded from the first quarter decline as profits rose sharply in the remainder 
of the year. After payment of dividends, undistributed corporation profits by 
the fourth quarter of 1961 reached the highest level in three years. The total of 
capital consumption allowances rose slightly in 1961. The combination of rising 
capital consumption allowances and the increase in undistributed profits raised 
the rate of gross business saving in the fourth quarter of 1961 to a new dollar 
peak. The significance of this along with the rates of business investment in 
fixed capital and inventories is analyzed in the section on financial developments. 


TABLE 11 
DISPOSITION OF SAVING 


1958 | 1959 | 1960 | Prelim. 


(Millions of dollars) 


Business gross fixed capital formation................ 6,975 6,894 6, 692 6,493 
Value of physical change in inventories............... —322 350 359 — 238 

Surplus (+) or deficit (—) on current account with 
TION RROREC GREG Cl) are terete ee erat a een ee eee —1,083 —1,448 —1,138 —909 
Residualtenron)eesrt. cast cs tes bee ened oe ets. —101 44 — 35 62 
Total Perse cet en en Oe ees 5,469 5,840 5,878 5,408 


“ Minor adjustments have been made to the figures appearing in Tab] 
@) See Tables 1 and 3. ESR PTE oe ies 


The deficit on combined. government account (national accounts basis) for 
1961 as a whole was $245 million higher than in 1960, but the quarterly series 
suggest that the level of the deficit remained relatively unchanged from the 
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third quarter of 1960 through to the second quarter of 1961, and then declined. 
The government deficit at the federal level rose for the year as a whole from $251 
million to $446 million, while the provincial and municipal deficits combined 
rose from $397 million to $447 million. The deficit, on a national accounts basis, 
at the federal and provincial and municipal levels was somewhat reduced in the 
second half of 1961. 


TABLE 12 
CORPORATION PROFITS, TAXES AND DIVIDENDS 
1958 | 1959 1960 | pret 
(Millions of dollars) 

Corporation profits before taxes including dividends 
Pwd ator Non-residents ae cto loci een ate 3,075 3,498 Soul 3,438 
Deduct: Corporation income tax liabilities....... 1,315 1, 580 1,562 1,610 
Excess of tax liabilities over collections — 24 143 —125 36 
Taxicollectionss-cqteectecces cece. . 1,339 1,437 1, 687 1,574 
Corporation profits after taxes. .............0eeeeeees 1,760 1,918 1,715 1,828 
Deduct: Dividends paid. out) 60 ..6560h0cceneccle 884 929 922 1,049 
Undistributed corporation profits®)................. 876 989 793 779 


© Includes depletion charges and is adjusted for losses, and for conversion to a calendar year basis. 
) Includes charitable contributions made by corporations (See Table 7). 
(3) See Table 10. 


NATIONAL SAVING, BY QUARTERS, 1950-1961" 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
7 7 


1950 1951 1952 1953 1954 1955 1956 {957 1958 1959 1960 196) 
(SEASONALLY ADJUSTED ATANNUAL RATES 


INVESTMENT AND CAPITAL EXPENDITURE 


Private and public capital expenditure totalled $8,109 million in 1961, 
about 2% below the level of 1960. The entire decline was accounted for by 
private investment, which for the full year was below 1960, but which rose in 
the last half of 1961 and contributed to the upswing in the economy. By the 
fourth quarter seasonally adjusted business investment was 4% above the 
level of the first quarter of 1961, which marked the end of the previous down- 
swing in general economic activity. 
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In Canada capital expenditures in 1961 constituted 22.0% of Gross National 
Expenditure, a figure which is high by international comparison but below the 
levels and proportions of the period of the mid-1950’s. 

In the first decade after World War II there was an unusual conjuncture 
of factors which led to very large “bunching” of investments. This phenomenon 
of “bunching” has been typical of Canadian development, but each period has 
been marked by different circumstances. At the end of the War there existed 
a vast accumulation of unsatisfied demand for consumer, social and industrial 
capital which had been running down ever since the end of the 1920’s through 
the depression and war years. On top of these needs were the obvious require- 
ments of European reconstruction and the related absence of foreign competi- 
tion, which provided an additional stimulus to investment in Canadian facilities. 
While these factors were at work a number of other developments were taking 
place which gave additional emphasis to investments in Canada. For example, 
world political developments at that time made Canada a safe source of essential 
raw materials for U.S. defence needs. At the same time the associated boom 
in world commodity prices, along with large scale stockpiling programmes, led 
to sharp increases in capital outlays, especially in resource industries. At this 
time too, there was a general view that demands in the United States for certain 
industrial materials would soon exceed their domestic supplies. This added an 
air of urgency to the normal pace of exploration and development of sources 
of raw materials. 


TABLE 13 
PRIVATE AND PUBLIC CAPITAL EXPENDITURE 


1958. -- | 1959 | 1960 | ca 
(Millions of dollars) 
Agriculture and fishing. §.qacscece sco. sev cencee teste 465 539 550 521 
Horestrysienny ccc ox Ps cercctetr sac cisions eae mrOnes Cr 33 48 54 49 
Mining, quarrying and oil wells................c.002- 342 342 400 451 
Manntactiringe.cc. cae boot tech ants ac abciste wtecsiec 1,095 1,144 1,178 1,024 
Electric power, gas and water works................. 845 766 686 677 
Transportation, storage and communications......... 1,308 1,076 1, 086 987 
Construction industry.-cik eer tee ae aa eae tae > 157 145 130 132 
Trade, finance and commercial services.............. 705 833 875 - 857 
Tnistitutions .c:5.cc Wee cece chee scene eee teen ce 514 536 573 615 
Housing. occ nie Ren sec 1, 782 1,752 1,456 1,467 
Govemiment departmentss....++- t+. ass tecmadedeces 1,118 1, 236 1, 274 1,329 
Total Capita! Expenditure™............... 8,364 8,417 8,262 8,109 
Total Capital Expenditure as a percentage of 
Gross National Expenditure............. 25.4 24.2 23.0 22.0 
Index of total Capital Expenditure in Constant 
Dollars ss: aac. Macee ern aos eee ee 100.0 97.8 94.6 93.0 


© For reconciliation with Business Gross Fixed Capital Formation in housing, plant and equipment 
in Table 3, see below. 


Prelim. 
1958 1959 1960 1961 
Private and Public Capital Expenditure-Table 13...... 8,364 8,417 8,262 8,109 
Deduct: 

Provincial hospitals and schools, and municipal 

schools sie 7.8 er, oe ee ee ee —247 — 264 —278 —270 

Government housing excl. C.M.H.C. rental housing —19 —18 —13 —9 

Direct government department outlays........... —1,118 —1,236 —1,274 —1,329 

Othersig?s.acsth oR Ace eee ee eee -5 —5 —5 —8 


Business Gross Fixed Capital Formation in Housing, 
Plant and Equipment—Table 3................:. 6,975 6,894 6, 692 6,493 
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Since investments by modern large-scale enterprise are often made with a 
very long time horizon, because of the “lumpy” nature of many investments 
and the financial capabilities of large corporations, it is not surprising that, 
over short periods of time, some major classes of investment should tend to 
outstrip demand. In part, this was due to the over-optimism of some investors, 
at least in the short run. Historically, too, Canada has tended to “grow up” to 
its facilities so that from time to time some excess capacity exists temporarily. 
This has been the case over the past few years. Expectations have not been com- 
pletely fulfilled as prices of primary products have receded and alternative 
sources of supply have been developed by other countries. At the same time, 
during recent years, a shift occurred in the strategic concepts underlying western 
defence, which brought about a virtual end to military stockpiling and a reduc- 
tion in the materials content of military hardware. In these altered circumstances, 
the stimulus to develop Canadian sources of supply in the resource industries 
decreased. At the same time, in manufacturing, the rate of expansion in facilities 
was adversely affected by strong international competition and by slower growth 
in total domestic demand. 


The result of all of these trends was a falling off in certain types of invest- 
ment and, thus, a decline in the proportion of G.N.P. devoted to investment. 
This is a situation, of course, which calls for a shifting of resources, both human 
and material, either into other areas of investment, where demands are more 
immediately pressing, or into other sectors of the economy. These transfers of 
resources require high degrees of flexibility and mobility in the economy generally, 
especially of the labour force, if the slack in the economy is to be taken up. 


Turning to 1961, total private and public investment was down about 2% 
from 1960 although there was increased investment in such sectors as mining, 
chemicals, oil and gas pipelines, universities, hospitals, and government depart- 
ments. Increases in the above sectors were slightly more than offset by decreased 
fixed investment in agriculture, primary metals, petroleum refining, telephone 
utilities, and other industries. Capital expenditures by private business enter- 
prises, apart from institutional investment, declined by 4 per cent in 1961 com- 
pared with 1960. 


PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
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Of the sectors where investment rose significantly, one of the larger gains 
was the 13% or $51 million increase for mining, quarrying and oil wells. This 
reflected additional iron ore development in the Quebec-Labrador boundary area. 
A sharp gain was registered in oil and gas pipeline construction in western Canada. 
The higher level of capital spending in institutional services includes a $25 
million rise in hospital construction and equipment and a $15 million rise in 
construction in universities, which have started to accommodate the larger number 
of teenagers born in the mid-forties and seeking higher education. The increase 
in investment by government departments largely reflects a $42 million increase 
in federal capital expenditures. 

In the manufacturing sector, investment in the chemical and chemical 
products industry rose $17 million. There were no marked changes in capital 
spending in such industries as food and beverages, leather, clothing and primary 
textiles, wood and paper, printing, machinery, and electrical equipment. The 
only noticeable declines occurred in transportation equipment, non-metallic 
minerals (asbestos, abrasives, cement, etc.), oil refining, and primary metals. 
The latter reflected the completion in the preceding year of the large nickel 
refinery in Thompson, Manitoba. 

Capital expenditures in the transportation, storage and communications 
sector fell sharply. Increases in pipeline construction were more than offset by 
a $29 million decline in telephone utilities and a $115 million drop in railroad 
construction. The latter reflected the completion of railroads serving new iron 
ore mines in the Quebec-Labrador region. 


REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


Computed on the basis of the National Accounts definitions, expenditures in 
1961 by all levels of government increased by approximately 8% over comparable 
expenditures in 1960. Since revenues for the year as a whole did not rise by the 
same proportion, the deficit for all levels of government increased by rather more 
than a third to an amount of $893 million.” 


TABLE 14 


REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 
(National Accounts Basis) 


1960 1961 


Revenue | Expenditure] Deficit | Revenue |Expenditure| Deficit 


(Millions of dollars) 


Podoral....0+s so ccssaaapaes te teins 6,416 6, 667 251 6, 664 7,110 446 
Provincial-Municipal................ 5,048 5,445 397 5, 468 5,915 447 
Totalere tastes thee cee 11,464 12,112 648 12,132 13,025 893 


In 1961, government expenditures on goods and services (excluding transfer 
expenditures) represented 19.5% of Gross National Expenditure. By way of 
comparison, expenditures of this type by all levels of government in 1952 after 
the rearmament programme stemming from the Korean conflict amounted to 
17.8% of G.N.E. Over the past nine years, therefore, goods and services out- 
lays by government have grown at a rate which is only slightly above that of the 
increase in Gross National Expenditure. 


© The following section discusses only those government transactions relevant to the National Accounts. 
As a result the statistics differ from those shown in Public Accounts. Table 16 indicates the recon- 
ciliation between federal deficit or surplus for purposes of the National Accounts and the comparable 
figures appearing in the Public Accounts. In particular, federal corporate income taxes have been ad- 
justed to an accrual basis. Ona National Accounts basis, this adjustment decreased revenues in 1960 
by $100 million and increased revenues in 1961 by $31 million. 
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TABLE 15 


GOVERNMENT OUTLAYS ON GOODS AND SERVICES AS A PROPORTION OF G.N.E. 
—e—6—“—=“—s«>=~—=—“—“——“$—“SO09DOOnam9@a@wsa$#$SwW9oO)O90009]]oT) oe 


——— 1952 1961 
Expenditures by: 
ponerarsefoce 9). Sci) iS iee eee  eeee Leee thea: 4.4 
INGEN GeT en Ce a aePmyeR «351d locate eRe eR RT Tle Tn a 2.9 Sel 
cutesy Meaated LS Ch eY Eot rear erte e T We ad Te Hie (10.4) (8.1) 
PLovineva lance Munitcipeliy src + ons ge <1 dire See Ne enter nna: 7.4 11.4 
‘Allleyelsiof: Goverminenié ; 40)4..4,.ctecns gece eesti se 17.8 19.5 


Within the overall total, there have been divergent movements at the various 
levels of government. Expenditures on goods and services by the federal govern- 
ment in 1961 represented a smaller share of Gross National Expenditure than in 
1952, while the proportion at the combined provincial and municipal levels was 
appreciably higher. 


While the term ‘goods and services” bears the connotation of expenditures 
for consumable goods and for current administrative services, it should be noted 
that the definition of goods and services in the government sector of Gross 


TABLE 16 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


Prelim. 
1960 | 1961 


(Millions of dollars) 


Change 


GOVERNMENT REVENUE— : 

Direct axes—-E CLSODSs eons cis<s et eee ae eae See oe oe eee 2,057 2,504 +147 
LIQGIO RTL, Aen RR Ge Ae a ees SSE ah er eee AiR cits 2,016 2. B94 +116 
Prowincialeand Municipal Shey dscics sce toe ener eee ce tee 341 372 + 31 

Directulaxes—-CorpoOrationss..<ts aes sce dc cc cde eaa nee 1,562 1,610 + 48 
Income— 

TEC il Oe ene NRO ns Geen coset aero a 1,284 1,320 + 36 
IRON pe oneaaa noua aoeeb en oobeDeGoSr sisiereat Seis io ater 278 290 + 12 

Other Direct Taxes— 

Withinoldingataxes—Mederalc. .+ 2. acsstileis «cle “iatamiere 77 109 + 32 

INC htTeD aw ESky. See eee need oMemobitGadon< 4,681 4,893 +212 
TERNS erik, os AUP oe IRE RT iio PERC rekon omERCAnT Ron 55% 2,181 2,190 + 9 
iprovineialtand Miamicipalw. cave ee eesti toe rate 21s ote iets deh 2,500 2,703 +203 

JHiNiTEeaaVes ed Soles adve ee ANI OA AOD EO OUD ODO Th.00 Oleorartomt eo 4,058 1,112 + 64 
TEUEYG Weyer) Pele eee cts lo Na Prarie rr ee AN Orr SIDS ICOMOS 384 406 + 22 
Proviticial anc Wiunicipalsc..ecs ns ckerrecre atti terse oe yr 674 706 + 32 

Employer and Employee Contributions to Social Insurance and 
Government Pension Bundy, yy .kecc os scnns telerstels sis amie 735 781 + 46 

474 507 + 33 
ThE Lee ae ene arISE Guna oA DO co poocunmootca aca 
Provincial and Municipal.........+0...seecesecececsseeere 261 274 + 13 

Transfers from Other Governments— 

Provincial and Municipal............0eseeeeee eee c cece ees 994 1,123 +129 

MGtal event. 6-05 .vcec ck cise he en oe obi Goins = eitloles mses 11,464 12,132 +668 
NU Oral ss ee chive cnnicis craved + biosews epee prs rep uetr ww PICT be ora 6,416 6, 664 +248 

COTA Ls sore nekive enacals sero « uleke 5.048 5,468 +420 


Provincial and Municipal.............2eseeeee eset eeeenees ; 
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TABLE 16—Concluded 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


———————————————————————————— LT Te 


lim. 
1960 | meth 


(Millions of dollars) 


Change 


GOVERNMENT EXPENDITURE— 


COHds and Services vata - nine bun et era hammeron: 6,683 7,183 +500 
deral— 
re Deen CAO tc oe Heike HOI Str eee Ce teen Bote 1,548 1,617 + 69 
IN onadefance warwick cle etee civic cin icra hea bis ote tatins cities 1,180 1 Bi55) +173 
PROVING Lal ANC + MEW GOI Dell tes petecs ecorsdeiaxevodstsvslouetcas (ole yes eve sie Sy escss. ¢ 3, 955 4,213 +258 
Pranstereeay ments to 6rsOng wt atere cha cine sc shelve fais) ater tsi «reeks 3,121 3,343 +222 
edieral She ane ihrer tee crate TURE ae Mire ata BG idence Fors 1, 980 2,014 + 34 
Provancialiand WvluniGipales es sass. cess anise cee eins ore ee ee 1,141 1,329 +188 
Interest oneublie woe bt. von teers cont entinc ma sateetncie ot viene: 1,079 1,126 + 47 
4 EGYO SW ere ae BOE Te aaa cotrtee acts onic ator or eee 756 783 + 27 
PLO VANGIalean ML UNTC IDM as sivas ease iaratihecheeieieiiloios sernne-« 323 343 + 20 
PUD SICLLOS a ar reece Systane ec rcee ts o\ Trae erecta ata acaba a sehox sue) sdeaio vase: 235 250 + 15 
SG eralte ea SA x cxirdove Pre ras CTL ae Hie eet ents whee 209 220 + 11 
IProwincialand sii Cipelle as aeritereis cere eave steteee tales Crier s ciehs. = 26 30 + 4 
Transfers to Other Governments— 
TUCO ES ican ie Settee oars Geter otis ma aan COaGe boone ore 994 1,123 +129 
Motallxpenqieure yg ese weenie eee caret eeu sacs 12,112 13,025 +913 
Hederd week aeeee Rein a: << r et ear atone ironies 6, 667 7,110 +443 
JEN Copribaconesy lteshe to MNS UvaeeKoud of2'l) Akutan eee in on Mc Barren AAC ann ere 5,445 5,915 +470 
Deticity(—) or;SurplusiGe)s o..o ec oce secre same Son a ales —648 — 893 +245 
DS Cl Care es ovis MMU ara orth Toon vaso ede Spt ee cro sie (shiv —251 — 446 +195 
Provancisivande Minin erp ail seen aioe eerie sy cua e-s Avon's 3 6 tes —397 —447 + 50 
Total Expenditure minus deficit (or plus surplus)......... 11,464 12,132 +668 
Ricca iarem tcuh eeete een emer eg Oe a. oe 6,416 6,664 | +248 
1PAKonvibeloredRonaKol Nabhan ierhalUla mnie ar ace dennce acces Hees 5, 048 5,468 +420 
® Reconciliation with Public Accounts Surplus or Deficit shown below. 
Prelim, 
1960 1961 


(Millions of dollars) 
Federal Government calendar year surplus for national accounts 


PUR UOSCS aire coneecde crn ere TR ee Tt tant tom Gh ees fea Om, —251 —446 
Adjustments: 
Difference between calendar and fiscal year...............--0eeeeeees —75 +247 
Difference between corporation tax accruals and government receipts. +100 —3l1 
NEVGRUCHTEMS ON the ta mene akan Mean oe ee neds ase cae oa +17 +22 
Reserves, write-offs and similar items omitted from expenditure...... —62 —49 
Shipment of military equipment to NATO countries less replacement. — — 
Extra-budgetary funds for pensions and social insurance (net).......... —41 —48 
Adjustment to place debt interest on a ‘‘due date”’ basis.............. 3 —3 
@themadjustmientey Ms. 2 v8.0.0 ray tey ctck ee ae ie ede acinar cis hes —104 —32 
Federal surplus for fiscal year as per public accounts................. —413 —340 


National Expenditure includes outlays by all levels of government on construc- 
tion and capital equipment. Items of this type, which are of the nature of capital 
investment, include a wide variety of projects: housing, hospitals, schools, marine 
engineering projects, highways, transportation facilities and others. Over the 
past several years expenditures by government on construction, machinery and 
equipment have represented a relatively constant share, approaching one-quarter, 
of all government outlays on goods and services. 
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Turning to the revenue side, it has already been indicated that the year-to- 
year increase in government revenues in 1961 was less than the corresponding 
increase in expenditures. In 1961 revenues of all levels of government (excluding 
inter-governmental transfers) amounted to $11,009 million, an increase of 5% 
over revenues in 1960. However, the year-to-year comparison masks the signif- 
icant change in government revenues, calculated on the National Accounts 
basis, which occurred between the first and last quarters of 1961. The table below 


indicates the nature of such changes and compares them with the record of earlier 
recovery periods. 


TABLE 17 


PERCENTAGE CHANGES IN REVENUES OF ALL GOVERNMENTS ON A 
NATIONAL ACCOUNTS BASIS 


(Seasonally Adjusted at Annual Rates) 


1960 1Q 1961 1Q 1958 2Q 1954 
Ss to to to to 

1961 4Q 1961 4Q 1958 IQ 1955 
Dine CEpRAX ESP CTSOMB (poe 5144 s\eieieisvere aueils tease sinner cee os 6.2 Wap Deel 6.1 
Directelbaxes——COLrporatlOns: a. .cce cose se cene case ous oeul 19.0 10.9 SnD 
lone inigeo SLED Oa Fe Re ee ee ee tee Eee eee 4.5 (CS Pap | 4.5 
MINE SUM eM URL C OTN aes fejeraite ee ore cise moc achoen he nie Oaks 5.1 Ong 11.9 4.1 
NET 5 conan Codde ane TOES a GUO ER Re eee rae 9.6 Both 10.2 8.3 

Total Revenue (Excluding inter-governmental 

EUANSLCLS) Mca omer ee tase Tas Motes hake ste tks 5.1 8.5 5.0 5.7 


Revenues of all levels of government reached an annual rate by the fourth 
quarter of 1961, 9% above that of the first quarter, the low point in business 
activity. The gain in revenues was largely due to the increases in indirect tax 
receipts and accruals of corporation income taxes as the pace of economic activity 
quickened. By comparison, there were smaller proportionate increases in accrued 
government revenues in the first nine months of the upswings in economic 
activity in 1954 and in 1958. 


TABLE 18 
OUTLAYS ON NEW CAPITAL GOODS BY ALL LEVELS OF GOVERNMENT 


% of Capital 


Outlays to 
Machinery Total 
a Construction and Total® Government 
Equipment Expenditures 
on Goods 


and Services 


(Millions of dollars) 
137 ; 


Chie natem Geen Sees BeBe aan des ance 1, 386 1,523 24 
1980 bi lsc ey Reiiea 0 eric ines Or One A oro ere ei 1,433 137 1,570 24 
LOG Mc serts, eee ds race Novatel abe Shy sinione ley so > 1, 469 147 1,616 23 


These figures exclude investment expenditure by government business enterprises which is included in 
the national accounts item for business capital formation. 


@) Preliminary. 


Total expenditure at all levels of government includes not only expenditures 
on goods and services, but also outlays for transfer payments to persons, interest 
on the public debt and subsidies. Calculated in this manner, total expenditures 
by all levels of government (excluding inter-governmental transfers) in 1961 
were $11,902 million, an increase of 7% over expenditures 1n 1960. This figure 
indicates the gross effect of government operations on the economy, since it 
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includes transfer payments to individuals which in turn may be used for expen- 
ditures on goods and services. The proportion of total government outlays 
represented by the categories of expenditure cited above is indicated in the table 
below. 
TABLE 19 
PERCENTAGE DISTRIBUTION OF TOTAL EXPENDITURES 
ALL LEVELS OF GOVERNMENT 


(Excluding inter-governmental transfers) 


—— 1952 1957 1960 1961 
(COOGS BHC ‘SCLVICES s4ns,cascaece 5 ee nets see ron ern at OfeT 66.1 60.1 60.3 
TTARStORS TOSPELSOUS tc serciccmuves srry ane ate aonconriiere ie sats 21.5 24.0 28.1 28.1 
Interest on public: CeODGs.20c won oc eee reenter oe tere 9,2 8.5 9.7 9.5 
ob] OyoYCOR (clos a? Com cen Seah rele ies Sister a ne os em Sere Ore 1.6 1.4 Za eH | 
100.0 100.0 100.0 100.0 


Outlays on goods and services have declined from 68% of total government 
expenditures in 1952 to 60% in 1961, while payments to persons increased during 
the same period from 22% to 28%. This change has been particularly marked 
since 1957. 


Expenditures by government on goods and services and on transfers to in- 
dividuals increased in 1961 by almost identical proportions. Expenditures on 
goods and services by the federal government and by the combined provincial 
and municipal levels contributed about equally to the increase in this item. For 
transfer payments to persons, however, higher provincial and municipal outlays 
on grants to hospitals under federal-provincial hospitalization insurance arrange- 
ments contributed the bulk of the increase in 1961. Federal transfer payments 
to persons for the year as a whole increased by only a small proportion due to 
the effect in the last half of the year of lower outlays on unemployment insurance 
benefits. Interest on the public debt was somewhat higher in 1961 than in 1960 
at the federal and provincial and municipal government levels. Government 
expenditure on subsidies increased by $15 million as interim subsidies by the 
federal government under the Freight Rates Reduction Act more than offset a 
reduction in payments under the Agricultural Stabilization Act while provincial 
government outlays of this type in 1961 were almost unchanged from the amounts 
recorded in 1960. 


Federal transfers to other levels of government amounted to $1,123 million 
in 1961, an increase of 13% over 1960. By far the largest factor contributing to 
this increase was the rise in the federal government share of hospital insurance 
expenditures. The entry of Quebec into the federal-provincial hospital insurance 
arrangements on January 1, 1961, accounted for about two-thirds of this increase, 
but total grants to other provinces increased substantially as well. Increased 
payments to the provinces for unemployment assistance and higher federal 
expenditures under the Winter Works Program also contributed to the increase 
in federal transfers in 1961. 


EMPLOYMENT AND EARNINGS 


During the course of 1961 there was a significant increase in employment 
in Canada in both goods and service producing industries, which was spread 
throughout the main regions of the country. Concurrently, the very rapid in- 
creases in the labour force which had occurred in recent years slowed down. As 
a result of these two main developments, unemployment fell throughout 1961, 
so that by the year end the rate of unemployment was appreciably below that 
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at the beginning of 1961, seasonal factors apart. The greater share of the increase 
in employment during 1961 occurred among male wage earners, in marked 
contrast with the experience of the recent past, and reflected the upswing in 
production in the commodity-producing industries which took place during this 
period. 

The increase in employment began about April, after allowing for normal 
seasonal movements, and from then until year end there was an increase in total 
employment of more than 3 per cent. By December 1961 there were 180,000 
more people employed in Canada than a year earlier of which 125,000 were men 
and 55,000 women. The gain in female employment marked a continuation of 
the upward trend observed over the past decade when increasing numbers of 
women were finding employment in a wide variety of industries, notably the 
service industries. The gains in male employment, however, marked a change 
from the relative stability prevailing since 1956. 


THE LABOUR FORCE” 


MILLIONS OF PERSONS MILLIONS OF PERSONS 


CIVILIAN LABOUR FORCE 


TOTAL EMPLOYMENT 


NON-AGRICULTURAL 
EMPLOYMENT 


MALE EMPLOYMENT!2) 


UNEMPLOYED 
AS % OF THE 
LABOUR FORCE 


°s 1957 F 1958 1959 1960 196) 1962 


(1) SEASONALLY ADJUSTED AT ANNUAL RATES 
(2) SEASONALLY ADJUSTED ESTIMATES BY THE DEPARTMENT OF FINANCE, 
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The increases in employment were all accounted for in the non-agricultural 
sectors. More than half of the gains were in Quebec and Ontario, but employment 
in the Prairies, Atlantic provinces and British Columbia also rose significantly 
and the percentage increases in all regions were of the order of 2 to 4 per cent 
from the end of 1960 to the end of 1961. Employment in the goods-producing 
industries rose somewhat more than in the service-producing industries. The 
gain in the latter sector constituted a continuation of the post-war increases, 
whereas the rise in employment in the former sector was the first in about two 
years. The manufacturing and construction industries accounted for almost all 
of the gain in the goods-producing industries. 


The rate of increase in the labour force slowed down in 1961, compared 
with very rapid rates of growth in recent years. As noted in last year’s Budget 
White Paper, rates of increase in Canada’s labour force over the past decade or 
so had been two or three times those of other industrialized countries. The phe- 
nomenon of deceleration in the rate of growth of the labour force occurs from 
time to time and is the result of a variety of factors. There was a particularly 
sharp drop in the labour force participation rates (which measure the percen- 
tage of any group working or seeking work) in the male age groups 14-19 and 
20-24, reflecting the larger number of males in these age groups remaining in 
school and receiving fuller training. It will be recalled that the unemployment 
rate of young males is very much higher than that of the rest of the labour force 
and the average level of skills and education among these unemployed is quite 
low. There was very little change in the participation rate of the group of 
prime working age, 25-64. 

The participation rate of females continued its long-term rise, although the 
increase moderated. This was the net result of two conflicting movements: the 
youngest female age group, 14-19, showed a decline, though not as large as in 
the corresponding male age group. On the other hand, participation rates of 
women in the 20-64 age bracket continued to increase. Much of this rise was 
accounted for by employment of married women. In December 1961, almost 
one-half of employed females were married, compared with one-third only eight 
years ago. 


During 1961 the rate of unemployment declined from 7.8 per cent of the 
labour force in January to 6.1 per cent in December, after allowing for seasonal 
elements. Almost all of the decline was in the male unemployed and took place 
mainly in Quebec, Ontario and British Columbia. 


The improvement in the unemployment rate during 1961 contrasts with 
the experience of the past two upswings in business activity. The following 
table shows the unemployment rates (seasonally adjusted) at the low point in 
activity and the rates after three quarters of upswing. 


= Unemployment | Three Quarters | Unemployment 
Trough Rate after trough Rate Change 
TOGO lecn icc thee tr eters 7.8 4Q 1961 6.3 = 
LOMIORRS., creek ree 6.7 4Q 1958 7.2 +0.5 
DQ TOGA «ho hen. ane eae 4.6 1Q 1955 4.8 0.2 


Labour income responded to the increased pace of employment during 1961. 
The increase in labour income began to accelerate after April, and between the 
eight months of April and December 1961 the increase in labour income was as 
large as in the preceding 15 months. In the last three quarters of 1961 there 
were substantial gains in labour income in the goods-producing industries, in 
contrast to declines in the immediately preceding period, and continued increases 
in labour income in the service-producing industries. 
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Total labour income rose by more than 5 per cent from the first to the fourth 
quarter of 1961. During this period average hours worked per week in manu- 
facturing increased about 1 per cent and average hourly earnings between 2 per 
cent and 3 per cent. The rise in employment was about 2} per cent. With con- 
sumer prices rising by less than 1 per cent during 1961 there was an increase in 
per capita real earnings in the order of 2 to 3 per cent. 


PRICE TRENDS 


Prices of goods and services produced in Canada rose only fractionally 
in the aggregate in 1961 compared with 1960. This is in contrast to the expe- 
rience of many industrialized countries in Europe where prices rose more rapidly 
than in North America. While world prices of commodities generally have not 
increased in the recent past, pressures of other costs in Europe have been upward. 
Price increases in Canada in almost every major sector were smaller in 1961 
than in the previous year, which in itself was a period of relative price stability. 
The one exception was in international trade, where prices of both imports 
and, to a lesser extent, exports rose in response to the lower level of the Canadian 
exchange rate. 


The smaller rise in 1961 in the price of capital goods relative to 1960 was 
the result of very little increase in residential and non-residential building costs 
offset to some extent by a larger increase for new machinery and equipment which 
has a substantial import content. Residential construction costs in the fourth 
quarter of 1961 were at about the same level as in the final quarter of 1960. 


TABLE 20 


PERCENTAGE PRICE CHANGES 
(Implicit Price Indexes of GNE and Components) 


— 1959/1958 | 1960/1959 | 1961/1960 


MSTTIMETHEX DEM CHUTE :<eecicr Nok vee: ois wba svays das tsahe cae eislajee see a +1.4 +1.2 +0.9 
ne eg Sen a DERE, oe -&, Een AURERMON AE Ney a orirtin en itm Ser eee eS +0,6 +0.5 +0.2 
VER NGAUOGIE SD OE, oi! RAR A Oa e OREONE AONE AIOE en RRR ss IRR +2.6 +2.2 +1.8 
Cronnerrniaayeint evquenOuninchmepeonu: Hoben oben Meee enaz esc Cob uoMepenac +3.4 +2.2 +1.8 
Business gross fixed.capital formation. ..........4240e4ce+eee seco -es +2.8 +2.2 +0.9 
Niswallvesic ential GOmBUTUCUIOM Dymo ete.ci-lesasstelejapctatsusjayeveneyeve] t= v-teror +3.7 +2.7 +0.5 
New Non-residential construction™..........-.++++ss+sseseess “aed +2.4 +0.4 
New machinery, and equipment. .5........066..0- oe dns erie +1.8 +1.9 +1.7 
Eixportsrol ZOoGs and. SOLVICCS! seice <<< she eye en oie ales «oop te ypaiseiele esi +1.5 +0.9 +1.2 
Inmports:of Zoods\and Services. pee... 6.- 2. coer ee smn enen se eeue te —0.6 +1.4 +2.8 
Gross National Expenditure................... 000s cece eee eens +2.6 +1.4 +0.7 


) Price indexes of these sectors are measured mainly by elements entering into costs (materials and 
labour purchased) rather than final selling prices, and generally it has not been possible to allow for 
changes in productivity. Over short periods of time, these cost indexes are not likely to vary to any 
extent from indexes of actual selling prices. Over longer periods, it may be that these cost deflators 


overstate price increases. 


The consumer price index for 1961 averaged 129.2 compared with 128.0 
for 1960, an increase of just under one per cent. This fractional increase 
in 1961 marks the second successive year in which over-all consumer prices 
demonstrated comparative stability in contrast to average annual increases 
of more than 2 per cent in the previous five years. 
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TABLE 21 
PERCENTAGE INCREASE IN CONSUMER PRICES 


Total : 
Percentage 
PERIOD Change 
over 
the Period 


Qe Qed sterereres ea env repens sto eae istevSicuei sve. y= eistsyatsr ofa tebete Fags arahate’ oral cloresG clatter ofe a) «isis 61 5's oe a «oka Wisin parenetenetets Se 
LOST O erase axe tet ote. slerentls:cieteleicte colsinia. alla'e isreisraje) selsle aveis) a1steVauelels si w.eyuieie"ein/e Se 'p/die vere ¥1sia)e) eveleNelsionene +3.8 
DODO LOG inc sree oval curs ai sieves sais cre Poveducevxath te @yeraiavc oon ©. <form, AW vredoyaneyery nf siolere) Gieimiayele Syalte fein ae ahate +2.1 


The consumer price index declined from 129.2 in January, 1961 to 129.0 
in March where it remained until August. In August and September, the index 
was 129.1. Successive monthly increases in the final quarter of the year, asso- 
ciated mainly with seasonal movements in food prices and to some extent 
reflecting the introduction of the Ontario Sales Tax, raised the index to 129.8 
in December, 1961, fractionally above the level of 129.6 in December, 1960. 


The following table shows that the increase in consumer prices in the last 
quarter of 1961 over the last quarter of the preceding year was due to higher costs 
in the services component. The index for total services rose 1.2 per cent while 
the index for total goods was virtually unchanged. The stability in the total 
goods component was the result of an increase of about one-half of one per cent 
in non-durable prices and a decline of nearly two per cent in durable prices, the 
latter reflecting lower prices for electrical household appliances and new auto- 
mobiles. The federal excise tax of 74 per cent on new automobiles was removed 
on June 21, 1961. 


TABLE 22 
PERCENTAGE CHANGES IN CONSUMER PRICE INDEXES 


4Q 1959 4Q 1960 4Q 1961 
4Q 1958 4Q 1959 4Q 1960 


LOtaGrood mand wenviCosetat on sa cskieeniences teenies cetiter eat +1.5 +1.1 +0.4@ 
‘Clore artaro ben cis oe etn Bits cn at Borne BOOT ne AA Are eee eae +1.0 +0.8 +0.1 
CWomImModwiesiexelu Ging MOOG Hacc cetertacte aatean seis) Aatettohene) oc +1.6 a +0.1 

CO Cpe ete trains shearer resort ae ve <adale was shocstchotetolen Ma-asatetatelia wa eaele 6 +0.5 +1.6 +0.10) 
Wire pb laOoOG si aeee seme te « <astieie acinar olen raed eeeet aiielers +0.8 —1.3 —1.6 
HU OUSEMOLG FICUIDINIENG wrs.015 06-4 sie.sisiateaveletetcielelnctraeovcrerels 34 +0.2 —0.9 —1.5 
Rrangsportanion: MEQuiIpmMOnih as arte iwtels oe ceieies Merete o ale « +2.7 —2.3 —1.8 
IN OT Ure le GOmU See bois: « «enciellattelsiteiorelsldinis adcdeten fee e s +1.2 +1.1 +0.5 
Non-Durable Goods excluding Food.................. +1.9 +0.3 +0.7 
PERS TL OR teete eter ate Ree ates s sia ciat ot inte pin lat red ata Ghee olet etal atetlo-s —0.3 +0.5 +1.4 
Other Non-D ura pretGo0dSeceuiacs so cteleaicanisiow eset ses +2.7 — +0.3 
OT ACO Ser re eee Tay TR aay 0 «ia ela cet oral skater tiabetavetaietunv Meter a’s +2.2 +1.8 +1.2 
Services GxG Ging Melhores. « «s:c.acccrecsistles os oecusew nes +3.0 +2.6 +1.9 


@) Changes based on 1957 weighted index. 


The much smaller increase in the price of services is of some significance. 
In part, this is due to lesser increases in shelter costs. In the last five years 
or so, as housing construction has filled the pressing backlogs of housing needs, 
the pressure on shelter costs, particularly rent, has been eased. General in- 
creases throughout all other components have been more responsible for recent 
increases in the services index. ‘The largest increases have occurred in health 
care, public transportation and vehicle operating costs. 
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The wholesale price index, which is heavily weighted with export and import 
goods, prices of which are generally affected by changes in the value of foreign 
currency, rose on average in 1961 by 1 per cent, with somewhat larger increases 
taking place in the second half of the year as the exchange rate declined. The 
largest increases appeared in prices of raw and partly manufactured goods, 
industrial materials and iron and non-ferrous metals and products. The building 
materials price index, both residential and non-residential, declined during the 
course of the year and were lower on average in 1961 than in 1960. 


TABLE 23 


INDEXES OF SELECTED WHOLESALE PRICES 
(1935-1939 = 100) 


a eae ee ee 
aNj{e_o=eqwqwees= oo oeeoooooooqowoaoaoSsS=~ 


Ss 1959 1960 1961 
Raw and partly mManutactired"POOUStsy.cea. /. MeL ease ee eee 210.9 209.6 212.6 
Fully and chiefly manufactured goods................0cceeeeeeues 241.6 242.2 244.4 
PindUswmieaerMa torial Scarabs sic a eck cib intr oscis save decsbyde, ook tes cite 240.2 240.4 243.2 
Iron and non-ferrous metals and products..............0cceeceeeees 248.3 250.6 A353) 
General Index of Wholesale prices...................... 239.6 230.9 233.3 


It is of interest to compare the behaviour of prices over the course of the 
business upswing in 1961 with that of 1958. The following table shows changes 
in price levels from the low point in activity in the first quarter of 1961 and 
from the previous peak in the first quarter of 1960 to the fourth quarter of 
1961. It makes similar comparisons with the preceding upswing in 1958. 


TABLE 24 
PERCENTAGE CHANGES IN PRICE LEVELS 


3 quarters 3 A 3 quarters 
3 quarters | after trough cares ee after trough 
cpa from previous ee oe from previous 
troug peak roug peak 
4Q 1958 4Q 1958 4Q 1961 4Q 1961 
1Q 1958 1Q 1957 1Q 1961 1Q 1960 
Consumer Price Index +1.9 +4.8 +0.4 the 
Comimoditiess...- hoe ssc ek. +0.8 +3.1 +0.2 +0. 
SINE GSES 5 sonas 6b BDL BGO Gn ane thc.o Bo Rais Sic +2.8 +7.0 +1.2 +2.7 
General Index of Wholesale Prices..........-- +0.3 —0.1 ~ +1.9 +2.4 
; F ‘eit Pri 
Be a Re ore 43.5 40.2 414 
ee a 


The table shows clearly that price movements in the current upswing have 
been much less than in the one preceding. This is particularly apparent in the 
case of the consumer price index and the overall price deflator of Gross National 
Expenditure. In the 1958 upswing, while commodity prices in general did not 
increase, as seen by the movement of the Wholesale Price Index, the other 
indexes which measure a wider range of final goods and services continued to 
move up. In part, this was due to significant increases in service and other 
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costs which are added to the cost of materials. These cost increases had their 
roots in the inflationary conditions of the mid-1950’s and reflected a delayed 
reaction to events at that time. 


CANADIAN WHOLESALE AND CONSUMER PRICE INDEX 


1949=100 INDEX 


J J J J J J J J J v J J J J 
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 


MECHANICALLY CONVERTED TO COMMON BASE. 


During the current upswing, while wholesale prices have risen somewhat, 
as explained previously, because of exchange rate movements, their effect 
on final prices of goods and services has been very slight. The smaller increases 
in service prices reflect a much different environment, including less intense 
pressure on and greater availability of resources. 


BALANCE OF INTERNATIONAL PAYMENTS 


There was a significant improvement in Canada’s balance of payments in 
1961 as the deficit on current account was reduced to $989 million from $1,217 
million in 1960 and $1,504 million in 1959. This improvement was made possible 
by a surplus on merchandise trade account which (aside from a minor amount 
in 1954) was the first such surplus since 1952. The improvement arising from 
merchandise trade more than offset a further increase in the deficit on non- 
merchandise account, which did not, however, rise as rapidly as in most years 
of the past decade. At the same time, there was a substantial reduction in the 
inflow of long-term capital to the lowest level since 1955, and an increase in the 
inflow of other forms of capital. 


Important changes occurred in the capital account over the past few years. 
In 1961, the inward net capital movement was reduced substantially and was 
at the lowest level since 1955. 


A summary of capital movements for the past four years is given in table 25. 


The amount of inflow for direct investment was lower in 1961 than in 1960 
or 1959 and was at the same level as 1958. In part, the decline reflected a 
reduction in transactions related to take-overs of existing enterprises, which had 
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been more important in 1960. In part, the decline was related to the phasing-out 
of some major projects. Asin 1960, a substantial proportion of direct investment 
was related to the petroleum, natural gas and mining industries. In 1961, 


ay investment abroad totalled $110 million, an increase of $25 million above 


; Net inflows from security transactions were somewhat higher in 1961 than 
in 1960, but well below the levels of the preceding four years. 


In 1961 the composition of inflows from security transactions changed sub- 
stantially from earlier years. Provincial government net new issues acquired by 
non-residents declined sharply from 1959 to 1960 and declined further in 1961. 
Municipal government net new issues acquired by non-residents declined mod- 
erately from 1959 to 1960. In 1961 there was a small net retirement of munic- 
ipal bonds held by non-residents. Thus, net new issues of provincial and munic- 
ipal governments held by non-residents fell very sharply over the period 1959 
to 1961. On the other hand, net new issues of corporate securities rose sharply 
in 1961, following two years of relatively small amounts of financing from 
abroad. Important among the corporate securities purchased by non-residents 
in 1961 were securities of petroleum and natural gas corporations, real estate 
investment corporations, some financial institutions and the pulp and paper in- 
dustry. In some cases it would appear that sales of corporate securities to non- 
residents are arranged for apart from considerations of interest rates or exchange 
rates and may take into account other factors including, for example, special 
relationships between borrower and lender and relative ease of placement of 
large issues. 


While the data show a considerable decline in total capital inflow in 1961, 
a more detailed analysis by quarters is of considerable interest. 
TABLE 25 


INTERNATIONAL PAYMENTS 
CarrraL ACCOUNT 


1960 1961 


1Q 2Q 3Q 4Q 1Q | 2Q | 3Q | 4Q 
(Millions of dollars) 


i i 24 AD Seashore 196 ) +144 | +168 |} +137 | +120 | +140] + 75 | + 85 
ra daa a Oe aE oe oases Ole us 15 | — 25| — 29} — 16} — 40 | — 35) — 15 | — 20 
Canadian securities 

Trade in outstanding bonds and deben- 


ULLAL ote tycwarsts HORI CReEC AIC RPI CERO CEI IRE +19| +15] — 19) — 12] + 31} + 34] — 12} + 10 
i di n and pref- 
Be el cy a [ote igi oe atest ZANE TaN ePROOR: ae, ws 
IN UNIS TEER sey aciaicyeie. > aie sinus shepanicio~ ecto sis ear +209 | +146 | + 52] + 40} + 90} +171 | +127 | +104 
TE vein SUCVeRoNTy Ata Relates See Spe amreisane — 50| — 78 | — 32} — 93 | — 69 | — 93 | — 29 | —101 
Foreign securities - 
Trade in outstanding issues..........---- + z rs 4 u 3 = uh at 3 err 1 2 = tp 
ee aillehians DAD lay Se l| B Ohne DARREN ae apenas 
Loans by Government af Canada... iy «jee yl! Mette Haale” Benalioes eiaiinale 
Se AL GA 1 ag ger ar ee 37 
Subscriptions in Gold and U.S. dollars to i bbe oan 
International Financial sen. oer aleane= |" <evse] 0 AMR tie eee Sel ere ae 
ee eee ccecaeee | ak $e) SRE a GIG ei ae at Seneca 
Change in official holdings of gold and A Gh le Be |e AO ay TA tbr erin etal Bian 
ee as ote, ~ 7 | 4162 | — 39 | +191 | +305 | +196 | —140 | +270 


Net Capital Movement...........---+---- 
at ee Rate st oe ee eS  ee—e——————————ee—————eEEeEOEee 
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During the course of 1961 while actual deliveries of Canadian securities to 
non-residents (which measure the capital inflow) did not decline, there was a 
significant decline in contracts in the latter half of the year. 


TABLE 26 
NEW ISSUES OF CANADIAN BONDS SOLD TO UNITED STATES RESIDENTS 


Quarter Contracts Deliveries 


(Millions of dollars) 


1 Le ee ein OMe anoe med Maren omocetig morse: cn a ae 182 185 
J CAIN H CxO Ca TORIC CIE CIC SCICICEC CEC VOID CHOTA CCR 100 125 

Chae SO Caine Gopi aia SEE ORE crit COU. oo CNanN Pian DoOtE Marr 53 33 

Loe OOD ne Die era eee TU TORO nae OF moe Sc OODLE 103 26 

Tk Sole Aer AR Aan Ate one tr Be Piao SOURS ceria bird eid Seruc 122 80 
ROO eH Sc COR MS Pek OCT TONGS COM eS cosh Baten aoe 87 141 

RS)staes ea clay stabs Gal ge eliaym elaine ates tore avehar tate) Mpeg eiGLete = ataha [sso vols = eyaiaie) © 52 103 

BAA etal a as afatats elchevei tela, oie sPote ule role etal deh ete eteleleie eaters) ¢ ete’ di aievele 64 84 


The decline in net capital inflow from security transactions of provincial 
and municipal governments in 1961, as a whole, and the decline throughout 1961 
in new issues contracted for sale to non-residents were undoubtedly related 
in part to the narrowing of the differential between Canadian and U.S. interest 
rates, to the reduction in the level of Canadian interest rates and the greater 
availability of long-term funds in the Canadian capital market, and to amend- 
ments in the withholding tax in December, 1960. 


TABLE 27 
NET NEW ISSUES OF BONDS AND STOCKS—FOREIGN CURRENCY 


(Including Net Disinvestment of Government accounts) 


1960 1961 
Annual | Annual | 1Q°" | 207 4 30 | °4Q 
(Millions of Canadian dollars) 

Ped eral e's 5 w/c veae eee aes ate —1 —55 —51 =i |, sey aieea eel seormeeimeye a 
Net New Tasties 2. voaecr a masectha Ae ates ee — 56 =e Oldie. ch ero ceed loa he. oar —5 
Net Disinvestment (+)............ —1 DAN er sc ears — 3) ft est tetas dee 5 

DROwInbIAl Sena. room: ee es eared 18 if 15 ESSE 8%. ook ee 10 

Mimnicipal (ee ea ec bokeh ae 85 —12 —7 15 —4 —16 

Corporate (including corporate stocks). . 4 114 —7 61 59 1 

TE OGALES wees tenets ta 106 55 —49 55 55 —5 


Norte: Figures may not add due to rounding. 


Turning to short-term capital flows, these reflect a variety of elements 
moving in both directions and responding to diverse factors including seasonal 
elements associated with the financing of trade, short-term interest rate differ- 
entials, both hedged and unhedged, the views of Canadian residents regarding 
holdings of foreign assets and non-residents regarding holdings of Canadian 
assets. 


During 1961, non-resident holdings of Canadian treasury bills, which 
had been increasing for three consecutive quarters until the middle of 1961, 
were reduced in June and in the third quarter by more than $100 million, follow- 
ing a significant narrowing of the hedged differential between Canadian and 
United States treasury bill rates. This outflow was offset to some extent in 
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the third quarter by an increase in non-resident holdings of Canadian dollar 
deposits, some of which were interest-bearing, in chartered banks amounting to 
$33 million. In the fourth quarter of 1961 there was some increase in non-resident 
holdings of treasury bills as well as some further accumulation of Canadian 
dollar deposits. 


Another component of short-term capital which showed sharp movements 
in 1961 was private and banking holdings of foreign exchange. In the first 
half of 1961 these holdings, some of which originate from commercial trans- 
actions, were reduced by $182 million, but in the third quarter there was an 
increase of $140 million. In the final quarter of 1961, most of this increase was 
repatriated. All other components of short-term capital in total showed an 
inward movement throughout the four quarters of 1961. 


TABLE 28 
INTERNATIONAL PAYMENTS: CAPITAL MOVEMENTS 


— 1958 1959 1960 Sera 
(Millions of dollars) 
Directinvestment in. Canadascc seas. oeascdsanes +420 +550 +645 +420 
Direct iny,estmentiabroad ays. d.csasneesieec cet eee — 48 — 80 — 85 —110 
Canadian securities— 
Trade in outstanding bonds and debentures......|............ + 91 + 3 + 63 
Trade in outstanding common and preference 
BLOCK SURE ea REAR Teen? cee AR Bek ks. + 88 +110 + 49 + 40 
INR TEGITICR Gre ain ch ne, Onn +677 +707 +447 +492 
te bIne a CUES secant Me rete chat acne tee renee —158 —258 — 253 —292 
HOLeigmSeCUurivies Ae ae eth te Maes cscviade oi Me oa + 3 — 33 — 20 — 30 
Loans by Gov’t of Canada—Drawings............... — 34 me Fs Nee fi ccran SERRE IE PI 
Repayments............ + 64 + 34 + 32 + 38 
Subscriptions to IMF, IFC and IBRD in gold and 
LORSV GRO enids i Sy RSENS OM CAR AEROS RO CHRORTICNS cL ROIS c tis] loresurorrr rn Ok: — 59 ertakts nal COR CaO 
Change in Canadian dollar holdings of foreigners..... +106 + 13 +120 — 34 
Change in official holdings of gold and foreign exchange 
Gaekéae, et) ean Atty, Meas etna a lee te eta —109 + 70 + 39 —229 
OthericapitalitnOvemMents-p..<6 see s,s seadeldeejesb vores +122 +360 +243 +631 
Net capital movement...................005ee eee +1,131 +1,504 +1,217 +989 


Another factor which is assuming a more important role in the capital 
account is the extension of export credit facilities. The provision of export 
credits does not, of course, in itself always imply a net extension of credit from 
Canadian sources. Many of the claims are receivablé in United States funds 
and may, in effect, be discounted outside Canada. However, aside from this, 
there have been net extensions of export credit of various kinds. Canada’s 
Export Credits Insurance Corporation has long made available insurance to 
Canadian exporters of goods and services to protect them against non-payment 
by foreign buyers due to the various risks involved in foreign trade. In the 
spring of 1960 the Chartered Banks of Canada joined in setting up the Export 
Finance Corporation of Canada Ltd. to finance insured exports of capital goods 
through the provision of medium-term credit ranging up to five years. ae 

Complementing these medium-term arrangements, the guarantee facilities 
of the Export Credits Insurance Act were extended to longer-term credit and the 
Government Agency, the Export Credits Insurance Corporation, was authorized 
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to buy guaranteed instruments for direct financing of export sales. Commit- 
ments to extend credit to foreign purchasers of capital equipment in Canada 
have already begun to be made, but the resultant capital outflows will only 
arise as and when disbursements take place. For the year 1961, such outflows. 
were negligible. 

Apart from these facilities the Government has guaranteed substantial 
credits for the Canadian Wheat Board to conclude sales of wheat and barley 
to Communist China on a short-term credit basis. 

In August, 1961, arrangements were made for the drawing by the United 
Kingdom of U.S. $1,500 million from the International Monetary Fund. 
Canadian participation in this drawing had the net effect of reducing both 
Canadian liabilities to the International Monetary Fund by $52 million and 
gold and foreign exchange holdings by about the same amount during the 
third quarter of 1961. 

During 1961, total Canadian merchandise exports rose by 9.2 per cent 
compared with a 5 per cent increase in 1960. Imports rose by 3.1 per cent during 
this same period. As a result, trade data for 1961, adjusted for balance of 
payments, showed a surplus of $179 million in contrast to a deficit of $145 million 
for 1960. 

TABLE 29 


INTERNATIONAL PAYMENTS: BALANCE ON MERCHANDISE TRADE 


Percentage 
— 1960 1961 Change 
1960/1961 
(Millions of dollars) 
Merchandiselexpottssicniasuchiss ten cen ove ete ee orn tte. cen: 5,400 5,896 +9.2 
Merchandise portsy. 2.12 sete coos coe eis periacee Py nein 5, 545 5, 717 +3.1 
‘Trade balance so. s6c. hb. ea ee ee eee —145 +179 


Within 1961 itself, exports of goods moved generally upwards while imports, 
which had moved downward irregularly from the beginning of 1960, increased 
in the latter half of the year. In the fourth quarter of 1961, the volume of imports, 
seasonally adjusted, was at about the same level as in the first quarter of 1960, 
although the value was higher. Movements of both exports and imports in 1961 
were strongly affected by the business upturn in North America. 


The value of merchandise exports amounted to $5,896 million for 1961, 
a new record, compared with $5,400 million during the previous year; increases 
in exports of agricultural products represented the largest share of the increase 
from the 1960 level. Exports of grain, forest products, nickel and petroleum 
increased substantially and there was some decline in exports of iron ore, copper 
and uranium. Larger export credit facilities and a more favourable exchange 
rate explain some of these increases. At the same time, the increase in economic 
activity in the United States and the maintenance of high levels of activity 
abroad helped provide a more expansionary environment for exports. 

The value of merchandise imports for 1961 was $5,717 million; this was 
somewhat higher than in 1960. The growth in imports in 1961 was widely 
distributed among various items although there were somewhat larger than 
average increases in imports of machinery and equipment from the United 
States. 
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IMPORTS AND EXPORTS OF MERCHANDISE 


BILLIONS OF DOLLARS 
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The improvement in the trade balance was widespread on a geographical 
basis. The trading deficit with the United States was reduced, while the surplus 
with the United Kingdom rose slightly. The sharpest improvement took place 
with all other countries. 


TABLE 30 
GEOGRAPHICAL DISTRIBUTION OF MERCHANDISE TRADE BALANCE 


Exports Imports Trade Balance |Percentage change 
1960 | 1961 1960 | 1961 1960 | 1961 1960/1961 
(Millions of dollars) Exports | Imports 
WmibeduStavesse ctr. cect 3,039 3,215 Sy Altes 3,831 — 676 —616 | + 5.8 +3.1 
United Kingdom.......... 924 923 611 588 +313 +335 — 0.1 —3.8 
Other Countries...........| 1,487 1,758 1,219 1,298 +218 +460 | 422.3 +6.5 
otal vers soos cosh: 5,400 5,896 5,545 5,717 —145 +179 | + 9.2 +3.1 


The deficit in non-merchandise transactions increased by $96 million in 
1961 over 1960, compared with relative stability for 1960 over 1959, but the 
rate of increase was well below the average annual increase of the last decade. 

There were a number of interesting developments on the non-merchandise 
account. The travel account showed a significant improvement, with receipts 
in 1961 rising by $53 million while payments rose by only $6 million. At the 
_ same time there was a gain of $18 million from receipts of dividends, in contrast 
to a $4 million decline in the preceding year. Payments of interest and dividends 
rose by $102 million in comparison with the $2 million decrease in 1960, but 
this rise masks a very unusual shift between the fourth quarter of 1960 and the 
first quarter of 1961, as some payments of dividends were made in the first 
quarter of 1961, rather than in the last quarter of 1960, in contrast to past expe- 
rience. The result of this shift was that the figures for 1960 were somewhat lower 
than usual and those for 1961 were correspondingly higher. 
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BALANCE ON NON-MERCHANDISE TRANSACTIONS 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
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TABLE 31 
INTERNATIONAL PAYMENTS: CURRENT ACCOUNT 
Prelim. 
— 1958 1959 1960 1961 
a vr (Millions of dollars) 
Current Receipts— 
Merchandise exports (adjusted) ................. 4,887 5, 150 5,400 5,896 
Goldavailabletor expotte.c6.s: nee eee ee 160 148 162 158 
Dpaiveliexpencstires 4) cea scteneodwie owe a: 349 391 420 473 
Unteréstancd cividendsa. cee an sa te aca 168 182 178 196 
LiGitel ay mee obe Inyo) halt mer Gages Soa Ok clase eM aoe 401 420 449 467 
Inheritances and immigrants’ funds.............. 97 109 102 103 
OPBEMcurrentGecelpussde acmasue ses uc een anor: 875 392 420 » 388 
Total Current Receipts.................... 6,437 6,792 75124 7,681 
Current Payments— 
Merchandise imports (adjusted).................. 5,066 0, ore 5, 545 Pv tlWi, 
ELVAVELOXDENGLUUNeS a... aces cates oc aa teen drones 542 598 627 633 
Interest-and. dividends, oa. seen ranch eee 612 671 669 Gas 
Uigesredahcersy CoM oho osalece Am ark eee nee ee ee 460 525 533 554 
Inheritances and emigrants’ funds................ 145 165 181 183 
Othencirrentupaymenitsusnaucadaeee on nena: 743 765 786 812 
Total Current Payments................... 7,568 8,296 8,341 8,670 
Balance on! Merchandise rades sss.) 0 +a oeekie es ee —179 —422 —145 +179 
Balance on/other Transactions. +..-..:0..sseee cos net —952 —1, 082 —1,072 —1,168 
Current Account Balance.......................... —1,131 —1,504 —1,217 —989 


Aid to NATO countries under Defence Appropriation Act has been excluded. 


Official Canadian holdings of gold and foreign exchange varied somewhat 
in the course of 1961. Holdings at December 31, 1960 were $1,829 million 
and at the end of May, 1961, the last month end prior to the June budget, 
were $1,949 million. After moving both up and down throughout the remaining 
months of 1961, official holdings at February 28, 1962 (the latest available month) 
were $1,747 million. Apart from an advance of U.S. $50 million in connection 
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with the United Kingdom drawing from the International Monetary Fund, 
there was thus a reduction of $32 million between the beginning of 1961 and 
the end of February, 1962. 


TABLE 32 
CANADA’S OFFICIAL HOLDINGS OF GOLD AND U.S. DOLLARS AS AT DECEMBER 31 
a60e—»—“*=—™—™—™—™—“—“—™—“—$—$MM0S999999aaapaq>S?$9nmaSS 
=== 1958 1959 1960 1961 
(Millions of U.S. dollars) 


CRN Tech ek Ne en a 1,078.1 959.6 885.3 946.2 

Sy Dollars. aoe ee Ot a 800.0 879.4 914.9 1,087.5 
Other Government of Canada Accounts.............. 61.0 30.2 29.0 Del 
Total Gold and U.S. Dollars............. 1,939.1 1,869.2 1,829.2 2,055.8 


The exchange value of the Canadian dollar declined during 1961. The 
average noon rate for the United States dollar, in terms of the Canadian dollar, 
was 99.29 in January; it moved from a low of 98.66 for June to 103.50 at June 30, 
et at the end of December, 1961 and was 104.97 at the end of February, 


FINANCIAL DEVELOPMENTS 
CREDIT CONDITIONS 


Monetary conditions in 1961 were relatively easy. Interest rates were 
appreciably below the peaks reached in the last upswing in the economy and the 
spread between interest rates in Canada and the United States narrowed. The 
spread between average long-term yields on United States and Canadian Govern- 
ment bonds was 1.40 per cent at the end of May 1961, 0.87 per cent at the end of 
October, and 0.84 per cent at the end of February, 1962. After following a 
fairly flat trend from January to May, security yields in Canada fell sharply 
in June and resumed a relatively stable trend from that point. The decline 
in interest rates in 1961 during the first year of the recovery is in contrast to 
an increase in interest rates in the corresponding phase of the 1958-59 upswing. 


TABLE 33 


COMPARISON OF YIELDS ON FEDERAL GOVERNMENT 
BONDS IN CANADA AND THE UNITED STATES 


Medium Bonds) Long Bonds ®) 91-day Treas. Bills 
End of | 
Canada) U.S. | Spread |Canada; U.S. | Spread | Canada) U.S. | Spread 
1960 
Marebteracacceiee sane ee 517 4,22 95 voz 4.13 1.19 3.01 2.79 22) 
JUNC Sy beve 0 tes ovate erica 4.50 4.03 47 5.08 3.83 1325 3.07 2.40 67 
SepLembere see eects a: 4.09 3n0D 54 4.84 3.76 1.08 1.70 2.29 | —.59 
December en recent. 4,74 3.72 1.02 5.41 3.80 1.61 3.20 pm Is} 1.10 
1961 
WWE e125 oie Sica reGCree 4.68 3.72 96 5.18 3.80 1.38 Sal 2.39 82 
JUNG ME heer 4.49 3.94 55 4.99 3.97 1.02 PE aoe 35 
September gs... ose t.. = 4.41 3.91 50 5.02 4.03 .99 2.59 2e2e 36 
gD Ye 0c¥ of) ee ARR ee ee 4,17 4.10 07 4.96 4,11 .85 2.99 2.59 40 
ey SIRE aly NO 4.17 4.14 03 4,98 4.14 84 3.07 2a 36 


i le el eee ee 


q) d f the month. } 
(2) rial epee et Oanade 23% bonds due June 15, 1967-68 and United States Government 23% bonds 


, 1963-68. 
(3) Sh lees ere Ty Renae 33% bonds due January 15, 1975-78 and United States Government 33% 


bonds due June 15, 1978-83. 
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The demand for new funds rose in 1961. New money raised by Canadian 
borrowers in 1961 from the securities markets and chartered bank loans in- 
creased by some 25% above the level of 1960. The increase stemmed entirely 


from federal and provincial government financing since, for the year as a whole,’ 


municipal and non-governmental borrowing was slightly below the levels of 1960. 
However, after the first quarter of 1961, corporate and other private financing 
rose in response to the upswing in the economy. 


TABLE 34 
NET FUNDS RAISED BY CANADIAN BORROWERS 


1960 1961 
4Q | Annual| Annual | 1Q | 2Q | 8Q | 4Q 
(Millions of dollars) 
Raised by: 
Government of Canada................ 678 669 1,110 145 2 238 (P25) 
Net New Issues of Securities 
Canada Savings Bonds......... 592 382 486 —32 —89 —75 682 
Treasury Billet oses an ee 20 —92 —100 —50 —50 0 0 
Other Bonds: cence: cacetteeee 25 322 504 90 147 310 —44 
ISUO-LOLEL seen ork Coe ee 637 612 890 8 8 285 638 
Net Disinvestments (+) in Govern- 

Ment LA CCOUMES ca aoetec ins cient aeaeeee 41 57 221 139 —6 3 86 
Provincial Governments.............:. 114 566 849 177 114 333 225 
Municipal Governments..............-. 74 305 283 147 14 8 114 
Prive tees Orro wers na water iciseterets 300 899 816 —125 492 203 247 

MO Cala eke eee 1,166 | 2,439] 3,058 344 622 782 | 1,310 

Raised from: 
DECUTIGIOSUVLAT NOUS toeiieieieGsofettiarecis atau 871 2,047 | 2,636 578 434 607 1,017 
Banke LVOans ern te conta ee on eaten ante 295 392 422 —234 188 175 293 


Note: Figures may not add due to rounding. 
(® Excludes chartered bank stock issues. 


Despite the increasing demand for funds, and the resumption of economic 
expansion during the last three quarters of 1961, the trend of interest rates was 
downward for the better part of the year. As the following table indicates, this 
decline is in contrast to the increases in interest rates which occurred in 1958 
during the first three quarters of the economic upswing which was also taking 
place at that time. 


TABLE 35 


CHANGES IN INTEREST RATES IN THE FIRST THREE QUARTERS OF UPSWING 
AFTER THE TROUGH IN ECONOMIC ACTIVITY IN 1958 AND 1961 


91-day Treas. Bills Canada 22% due Canada 32% due 
Avge. tender rate June 15, 1967-68 Jan. 15, 1975-78 
At emd of © |}AARpAAAmAmmmm |) 
1958 1961 1958 1961 1958 1961 
IG) ere ete Per at ral Boo 4.68 4.01 5.18 
play 5 eae 3.49 2.99 4.48 4.17 4.76 4.96 
Change.... +1.22 —.22 +.89 —.51 +.75 —.22 


“) Nearest Thursday to the end of the quarter for treasury bills, nearest Wednesday for Canada bonds. 
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Bank loans seasonally adjusted resumed their upward trend in the second 
half of 1960 and continued to increase during 1961. Most of the increase occur- 
red in personal and business loans of less than $1 million. The rate of growth 
in these two categories accelerated after May. Farm loans continued to rise 
steadily in 1961. 


LONG-TERM GOVERNMENT BOND YIELDS 


8 Monthly 1955-61 Weekly 1962 8 
Per Cent 
CANADA 
6 3%% Jan. 15, 1975-78 im) 


4 gt a 


a U.S.A. : 
el 3%% JUNE 15, af 
2 ace |e 
[NA ASD 


Doser is attis i 
0 tititilatal | | ulutulil O 


I955 1956 1957 1956 1959 1960 1961 1962 
LAST DATE PLOTTED FEB. 7 


Total assets of the banking system expanded by 9.8% during 1961, compared 
with 5.9% during the previous year, a slight decline in 1959, and a 10.8% climb 
during 1958. At the same time, the liquidity of the banking system also in- 
creased. The proportion of total bank assets held in the form of government 
securities, day-to-day loans, cash, and other liquid assets rose fairly steadily from 
32% in September 1959 to 37% in early 1962. ‘This is below the peak ratios in 
recent years of 43% in 1958 and 49% in 1955. 

Although complete data are not yet available, total assets of some major 
~ non-banking financial institutions (instalment finance companies, credit unions, 
trust companies, mortgage loan companies) probably rose by a substantial per- 
centage during 1961. Assets in these institutions have been growing at an annual 
rate of 10% and more in recent years. 

The public’s holdings of financial assets rose in 1961 and a greater share of 
the increased holdings was in liquid forms. During 1961 currency and deposits 
in the hands of the public rose 8.7%. 
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TABLE 36 


NET CHANGE IN HOLDINGS OF CERTAIN FINANCIAL ASSETS 
BY THE GENERAL PUBLIC 


1960 1961 
4Q) ||-Annuall|Armusl (1 26) 9/9 sO ee ese@ 


(Millions of dollars) 
Money and Other Liquid Assets 
Currency and Bank Deposits 


Corporate Notice Deposits......... 10 18 353 168 112 93 —20 
Currency and Other Deposits...... 72 597 818 —22 199 345 296 
SUE COU La at epee are oie era eet are 82 Clore Later 146 $11 488 276 
Treasury BUlSs.cas occ he Se tea eee sae 61 —206 —144 —45 —46 —126 72 

Other Gov’t of Can. Issues 2 yrs. and 
Under: . Boe tote sicies Bees SRE 100 | —463 356 108 282 -1 —33 
Canada Savings Bonds.........0....0% 592 382 486 —32 —89 —75 682 
Finance Companies Short Paper....... 1 10 —67 53 —9 —84 —27 
Do tale crc ees ees ee 836 338 | 1,892 230 449 152 970 


Less Liquid Assets 


Government of Canada Bonds over 2 yrs} —139 642 —455 —56 — 268 —5 —125 
PROVINCIA BODUS. a 54.c0 sds ce ors eee es ile 499 903 241 138 849 176 
Manicipal Bonds oo. sodecoo0 es ae aoee 68 315 229 50 65 9 106 
Corporate and Other Bonds............ —19 343 285 13 166 86 20 
IDE POPALOID COCK Sine ais Ueseide as.5.< clmatunteeer: 34 235 181 65 156 16 —56 

Total cen eee bee odie —39 | 2,084 | 1,148 313 257 455 121 

Grand Total.............:...:; 797 «=| 2,372 | 2,945 543 706 607 | 1,091 


Note: Figures may not add due to rounding. 


TABLE 37 


NET NEW ISSUES OF SECURITIES (INCLUDING NET DISINVESTMENT OF 
GOVERNMENT ACCOUNTS)—CANADIAN CURRENCY 


1961 
os 1960. |-——— — —__——_ 
ATURE | of Gee ee 2G) et emer C) ener mene) 
(Millions of dollars) 
Market Issues— 
Government of Canada (Direct and 
Guaranteed): 
Net Disinvestment (+) in Govern- 
ment Accounts.) 22 (ead s0 60. 57 165 88 —6 3 81 
Reasursy Dlls ere... Peter . aks tees —92 —100 —50 —50 — —- 
Other Market Issues............. 323 558 141 151 310 —44 
JSUD-LOLGI = saensec Wa Sat deere 288 623 179 95 813 87 
Provincial Governments............ 459 924 233 156 355 180 
Municipal Governments............ 234 265 62 44 15 143 
Corporations and ‘‘Other’’.......... 311 205 17 113 38 38 
ISLD-LOGGL sao apaaarn ee tiene ara 1,005 1,394 S12 818 408 861 
Finance Co. Short Paper..........- 10 —67 53 —9 —84 —27 
Corporate Stockssst ac. eee 230 178 62 156 16 —56 
Total Market Issues.......... 1,533 2,127 605 553 653 316 
Non-Market Issues— 
Canada Savings Bonds............. 382 486 —32 —89 —75 682 
Grand Totals .c.co- ss eee 1,915 2,613 573 464 578 $98 


Nore: Figures may not add due to rounding. 
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Among the more liquid assets, there was a sharp gain in corporate notice 
deposits at the banks. This appears to have been associated with the practice 
adopted by the banks at the beginning of 1961 of paying interest rates on these 
deposits higher than the comparable treasury bill yields. The public’s holdings 
of Canada Savings Bonds were $4,075 million on February 28, 1962, $491 million 
higher than a year ago; by a wide margin the largest annual increase in the past 
decade. The general increase in the supply of liquid assets responded to an increase 
in the liquidity preference of the public. 


FEDERAL DEBT MANAGEMENT 


Policies concerning the management of the public debt by the federal govern- 
ment are influenced by a number of objectives and considerations including: the 
interest of the government in minimizing its costs of borrowing; the preferences of 
potential investors for particular types of securities; the desirability of maintain- 
ing levels of interest rates and liquidity appropriate to the general state of 
business activity. Another objective in debt management has been to narrow 
the spread in interest rates between Canadian and U.S. securities and lessen the 
incentive to obtain certain types of capital from abroad so as to lessen upward 
pressure on the exchange rate. 


Following an announcement in the June Budget, the government has been 
reducing the so-called ‘“‘overhang”’ of long-term Canada bonds in order to foster 
confidence in the capital market and to allow more room in the capital market 
for other long-term borrowers. The government has reduced this ‘“‘overhang”’ 
in three ways. It has confined new bond issues to the “short end”’ of the market 
leaving the long-term financing market available to the provinces, municipalities 
and private business. It has converted the bond holdings of the Unemployment 
Insurance Fund totalling $237 million into non-marketable bonds redeemable 
on 30 days’ notice. The federal government also established a Purchase Fund to 
assist in the orderly management of the public debt. 

During 1961 the federal government continued the practice of advance 
refunding with the Bank of Canada. This means of reducing the weight of nearby 
maturities contributed to orderly debt management. 

From late 1959 through 1960 the average term to maturity of Government 
of Canada and C.N.R. market securities remained almost unchanged at about 
91 years. It was shortened to 9 years by the end of June, 1961 and just under 

4 years by the end of the year. 


FEDERAL GOVERNMENT FINANCING 


In calendar year 1961 the Government of Canada raised $1.1 billion from 
net new security issues in the capital market and from net sales of securities held 
by the Unemployment Insurance Commission and other Government accounts. 
This total exceeded the $0.7 billion raised from direct and guaranteed securities 
in 1960, approximated that raised in 1959 and was less than the $1.4 billion 
obtained in 1958. 

Of the $1.1 billion in new funds in 1961, $674 million came from issues of 
marketable bonds. Retirement of treasury bills held outside government ac- 
counts exceeded new issues by about $50 million. Net new issues of Canada 
Savings Bonds in the fourth quarter and for the year as a whole (at $486 million), 
were about $100 million higher than in the previous year. 
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PROVINCIAL AND MuNICcIPAL FINANCING 


Net new funds raised by provincial governments from security issues and 
chartered bank loans, which had been between $500 million and $600 million | 
annually since 1956, exceeded $800 million last year. However $205 million repre- 
sented issues of guaranteed bonds by one of the provinces to finance the expro- 
priation of a privately-owned utility company. 

Since 1956 net new municipal financing has ranged between $270 million 
and $350 million annually. In 1961 it fell to $283 million as compared with $305 
million in 1960. 

In the fourth quarter of 1961 net new provincial and municipal financing 
was at its heaviest for that quarter since 1957. 


Non-FarM BusINess FINANCING 


The rapid upswing since early 1961 in industrial production, employment 
and corporate profits was accompanied in the third quarter by higher outlays on 
plant and equipment and in the fourth quarter by a significant rise in non-farm 
business inventories. As economic activity expanded, the funds obtained by 
non-farm business from the security markets, banks, retained corporate earnings, 
and other sources began to exceed those raised in the corresponding quarters of 
1960, despite the drop in net direct foreign investment in Canada. 

Corporate earnings retained after payment of taxes and dividends, which had 
declined in the preceding year and a half, turned above the levels of the previous 
year in the second quarter of 1961. Depreciation allowances moved slightly above 
year-earlier levels in the third quarter. 

Corporate bond and stock issues, net of retirements, totalled $460 million 
in 1961 compared to $523 million in 1960. Bank loans to non-farm business 
moved above the levels of a year earlier in the second and third quarters of 
1961 and for the year as a whole to $303 million compared to $137 million in 1960. 

Net new corporate financing from securities issues and bank loans moved 
above the level of a year earlier in the second and third quarters. During 1961, 
as has been the case for several years now, the high level of common stock prices, 
in relation to earnings and dividends, continued to make financing through 
the sale of stock attractive to corporations. The net retirement of corporate 
stocks in the last half of 1961 reflects the distribution of $86 million to the share- 
holders of a utility taken over by a provincial government and the exchange of 
$104 million of preferred stock for bonds guaranteed by that province. 


Hovusine FINANCE 


Total expenditures on new housing declined from $1,825 million in 1958 to 
$1,472 million in 1960 and were $1,485 million in 1961. 


In late 1960 the government amended the terms under which it would guar- 
antee N.H.A. housing loans by financial institutions. Amongst other things the 
amendments provided for higher mortgage loans and lower down payments. The 
supply of mortgage funds in the hands of lending institutions appeared to 
be quite substantial at that time. 


In 1961 the mortgage loans made under N.H.A.—guarantee by financial 
institutions rose to $388 million as compared with $177 million in 1960, the highest 
amount since 1958. This type of housing finance came almost completely from 
life insurance companies and trust and loan companies. The proportion of all 


housing funds supplied by N.H.A.—approved lending institutions rose from 12% 
in 1960 to 26% in 1961. 
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TABLE 38 


EXPENDITURES ON NEW HOUSING BY SOURCE OF FUNDS 
ae 


—— 1958 1959 1960 1961 
rn nn ere ts re pp ne mo mead ete ence, 
Publie funds (Millions of dollars) 

Fi@ limited=diviadend Joan: .0. <2 ..66..12- 00s dcccoen. 30 4 
Gthere@ NUP C1Oans Metco al octet ccs Ate tee Oe 304 Be of mt 
OCHereeUbNC LUNGS seco he. schon cho ee nee ee 50 40 36 25 
DS MOSLOLEL secrets oe ee Gs ok aia tet hare « SGA mea ee S84 849 808 800 
Institutional funds—NHA 
Whanteredepankst eee ccc heals ties wh Coen Lene. 259 235 42 1 
diernsurance Compamiess. no. soc tc teks ac.ecccnee aoe 129 137 112 227 
Loan and Trust Companies, etc.....02..o00.ce6ecssceecss 35 28 23 160 
DBE OTR Ges His Mo cic oe nice oo oo RN eee 423 400 177 $88 
Institutional funds—Conventional 
iitednsurance Companiess...e0. eee eee ene 159 228 201 171 
Loan and Trust Companies, etc.............seceecceecces 102 97 93 79 
SLES FDU on Opa SAO aT REA REISE AR ns RN 261 825 294 250 
Equities of owners in addition to the above Mortgages and 
GUNGEMUN Cs Osraeerate tors voter aa re ene ee a ee 758 720 692 547 
LOCALE FARR, Hatters LER TACO ee eee, 1,825 1,794 1,472 1,485 


Nore: Figures may not add due to rounding. 


® These include equities of owners or builders on dwellings being financed with mortgages from public 
funds or from institutional lenders. Also includes equities on dwellings financed with mortgage loans 
from non-institutional lenders or by loans other than mortgages, or equities on dwellings fully fi- 
nanced by their owners. 


(2) Differs slightly from public and private expenditures on housing in Table 13, which includes major 
alterations to buildings but not the cost of land. Table 38 includes the cost of land but not major 
alterations to buildings. 


Conventional mortgage loans by lending institutions declined from $294 
million in 1960 to $250 million in 1961. Financing in the form of equity and other 
non-mortgage payments by home owners fell from $692 million in 1960 to $547 
million in 1961. This decline reflected the 8% decline in housing completions and 
the lower down payments permitted under the National Housing Act. 

New housing financed directly by C.M.H.C. and other public funds fell 
from $384 million in 1958 to $308 million in 1960 and to $300 million in 1961, 
and from a 21% share of all new housing finance in 1958 to one of 20% in 1961. 
In June, 1961 Central Mortgage and Housing Corporation inaugurated a series 
of auctions of insured mortgages from its portfolio to promote a secondary 
market in mortgages. Sale from three auctions in 1961 totalled $41 million. 

In line with the lower level of long-term interest rates the government 
reduced the interest rate on N.H.A. mortgages from 62% to 63% in November, 


1961. 


CoNSUMER CREDIT 


The rate of growth in short-term consumer debt slowed somewhat further 
last year. Credit extended to consumers from finance companies, retail stores, 
and unsecured personal loans from banks, increased by about 6% or $185 million 
compared to $270 million or 9% in 1960 and $341 million or 14% in 1959. 
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TABLE 39 


NET CHANGE IN CONSUMER CREDIT AND OTHER LOANS TO INDIVIDUALS 


oe 1958 
CoNSUMER CREDIT 
Chartered bank unsecured personal loans™............-...+-- 133 
Instalment finance companies —12 
Saal LOSTNGOM PANIC ..< -asascerra. cree walacalewln Gly alec taieite timated 39 
Department stores...........- 20 
Otberretatl déalersihcinc-aeaived ss. 5 «eases Meine co eer ee 15 
TO tal Sac 5 ye oaks Cow GROMER Sam nae ee Rar Mere nse 195 
OTHER LOANS 

Chartered bank secured personal loans...........-..eee+eeee: 30 

Chartered bank government-guaranteed home improvement 
LORS eee rac he ido oe oo eae Salat ie ane ee 10 
Lifeanstrance:@o. policweloans..7.. fee. cc ce tes 6s ees nee 10 
Qiebeo savings Danks. ae ..cae cee seiira eres ke ornate hineeh ces —1 
CRT ATE OTIS oeareter carats leoeet oxo atcha everett earn eet rohea Saree eeorcas ate 62 


1959 | 1960 1961 
(Millions of dollars) 

166 138 173 
38 22 —68 
83 65 34 
32 50 33 
22 —5 13 

341 270 185 

—5 4 50 

2 —4 10 
18 21 16 
1 1 3 
77 28 n.a. 


( Excludes personal loans fully secured by marketable bonds and stocks and home improvement 


loans. n.a., not available. 


The bulk of the increase in consumer credit continued to be in unsecured 
personal loans from banks which rose $173 million in 1961 compared to $138 
million in 1960. Consumer credit extended by retail stores rose $46 million in 
1961 compared to $45 million in 1960 and that provided by instalment finance 
and small loan companies fell $34 million in 1961 compared to a rise of $87 


million in 1960. 
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PART II 


REVIEW OF GOVERNMENT ACCOUNTS 
1961-62 


1. INTRODUCTION 


The figures presented in this Part for the fiscal year ended March 31, 1962 are 
preliminary and subject to revision. The fiscal year of the government ended on 
March 31 but the books must remain open for several weeks after that date to 
record various adjusting entries and to take into account all payments up to and 
including April 30 made on account of expenditures originating in and properly 
chargeable to the fiscal year 1961-62. The figures used in this White Paper 
are based on eleven months actual and one month estimated. The final figures 
when they become available next July or August will vary to some extent from 
those given in the following pages. 


2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1961-62 


The following table summarizes the budgetary and non-budgetary trans- 
actions for the fiscal year and indicates how the budgetary and non-budgetary 
transactions, including changes in unmatured debt, affected the government’s 
cash balances. More detailed explanations of these transactions are given in 
subsequent sections of this Part. 


TABLE 1 
(in millions of dollars) 


Fiscal year ended March 31 
SumMARY or BupDGETARY AND Non-BuDGETARY TRANSACTIONS 
AND CHANGES IN CASH PosITION 1962 1961 
(estimated) 


Budgetary transactions— 


Revenues— 
dl Nh cay mire RR hee Ee eee Tes ere te eee ot 5,157 5,016 
NOTE CA Ree ee NN ae EE ORG Eee 615 602 
6,772 5,618 
SS eos apr dameea ence dicen enema sD sen ~1, 647 ~1, 538 
INIOTSELOLOTIC COR ee eee ces, Tete ne tee elaceade ence pears cases —4,916 —4,420 
—6,563 —5,958 
TD YavE est in( ea ees pee Be Ar Sets ts Taw SSS aos RIO AS SSS MING Ae —791 —340 
Non-budgetary transactions— ; 
See and credits (excluding unmatured debt transactions)— 
Repayment of temporary loans to old age security fund irr dog 17 11 
Repayments of other loans, investments and working capital 
aG@yances aeeeeeeee placate Spear oees iipog Aap ya teat aeeaae 367 ai 
Net government annuities account receipts............-+.+++e5- - 37 
Net insurance and pension ACCOUNTS. FECCLDUSr iste oo trun teal | ele tetels a oe 
Other non-budgetary receipts.........60e cece eee eee eee eee eee af La 
Disbursements and charges (excluding unmatured debt trans- 
tions)— , f 
ihe eee, investments and working capital advances........ Bete a 
Other non-budgetary disbursements..........+..+sseeee reer ees Sie ae 
Net amount received from non-budgetary transactions............- 312 4G 
Overall cash requirements (—) to be financed by increase in debt or ae Nees 
decrease in cash balamces............--- oe yee eow cts yak sen ore 
Net increase in unmatured debt outstanding in the hands of the cee Ae 
mi Dlictences . i) + iG). Febbie ot: eg +s): ROB MING Wee 
401 —71 


Net increase or decrease (—) in Receiver General bank balances.... 
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Budgetary transactions 


The revenues and expenditures as forecast in the budget speech of June 20, 
1961 and the actual figures as now estimated are shown in the following table: . 


TABLE 2 


(in millions of dollars) 


Budget Increase or decrease (—) 
BupGrETARY TRANSACTIONS forecast Actual pias oe mea eg ges of 
ror Fiscan Year 1961-62 June 20, (estimated) ’ 
1961 Amount Per cent 

Revenes eites done aks see Poe nets 5,765.0 iD, Choe 7.0 0.12 
FUXPOUCLAGUROS ya. c0 aioe ie Rieter acim ates islets = cibie tetas —6,415.0 —6, 563.4 148.4 2.31 
Surplus Or desert: (Ss) . shade Ei ctotote dis es foobeso.eyaks — 650.0 —791.4 141.4 
Revenues 


The revenues of the government for the fiscal year ended March 31, 1962 
amounted to $5,772 million. This is $7 million or approximately one-tenth 
of one per cent more than the total of $5,765 million forecast in the budget speech 
of June 20, 1961, and approximately $154 million or about 3 per cent more than 
the total of $5,618 million collected in the fiscal year 1960-61. 


Of the increase of $154 million over 1960-61 revenues, $141 million was 
due to tax revenues and $13 million to non-tax revenues. Personal income tax 
receipts accounted for most of the increase in tax revenues and were $89 million 
more than in the preceding year, reflecting the higher level of incomes during 
the year. Corporation income tax collections were $72 million less than the 
preceding year due to lower corporate profits in 1960. 


The increase of $13 million in non-tax revenues was due to increases of $21 
million in return on investments, $6 million in net post office revenue and a 
reduction of $14 million in other non-tax revenues. 


Expenditures 


Government expenditures at $6,563 million were $148 million or approxi- 
mately 2.3 per cent more than forecast on June 20, 1961, and $605 million or 
10 per cent more than total expenditures in 1960-61. Almost all of the increase 
of $148 million has been due to events that were not foreseen last June. An 
increase of approximately $40 million in defence expenditures has resulted from 
certain changes in policy made last August, and the abnormally low crop yields 
in the prairie provinces have produced an unexpected increase of about $40 
million in statutory payments under the Prairie Farm Assistance Act and also 
resulted in the recent decision to make further payments of $42 million to western 
grain producers. 


Expenditures for defence again constituted the largest item and amounted 
to $1,647 million or 25 per cent of total expenditures, compared with $1,538 
million or 26 per cent in 1960-61. 


Civil or non-defence expenditures were $4,916 million, an increase of $496 
million over the corresponding total for the previous fiscal year. The main items 
were increases of $150 million in expenditures of the Department of National 
Health and Welfare (including increases of $95 million in the government’s 
contribution under the Hospital Insurance and Diagnostic Services Act, $37 
million in unemployment assistance and $15 million in family allowances), $80 
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million in expenditures of the Department of Transport (including $50 million 
in interim payments related to the recommendations of the Royal Commission 
on Railway Problems), $67 million in the expenditures of the Department of 
Labour (including increases of $46 million in payments to provinces authorized 
by the Technical and Vocational Training Assistance Act and $15 million under 
the municipal winter works incentive program), $52 million in expenditures of 
the Department of Finance (including $42 million for higher public debt charges) 
and $42 million in expenditures of the Department of Veterans Affairs (including 
increases of $27 million for pensions for disability or death and $16 million in 
war veterans allowances and other benefits). 


More detailed explanations of budgetary revenues by source and expendi- 
tures by classification and department are given in Section 3 of this Part. 


Deficit 
On the basis of these figures the deficit for the fiscal year 1961-62 was $791 


million compared with the deficit of $650 million as forecast on June 20, 1961, 
and the deficit of $340 million in 1960-61. 


Non-budgetary transactions 


A net amount of $312 million was available during the fiscal year from non- 
budgetary transactions (excluding unmatured debt transactions). Non-budgetary 
disbursements and charges totalled $492 million and receipts and credits, $804 
million. Sums totalling $478 million were required for loans, investments and 
working capital advances, and $14 million for other non-budgetary purposes. 
On the other hand, of the total of $804 million available from various non-bud- 
getary receipts and credits, $384 million was available from the repayment of 
loans, investments and working capital advances, $304 million from the net 
receipts from various government annuity, insurance and pension accounts, and 
$116 million from other non-budgetary sources. 


Old age security fund 


During 1961-62 pension payments from the old age security fund were 
$625 million compared with $592 million in the previous fiscal year. Accounting 
for approximately $20 million of the increase was the increased rate of payment 
(from $55 to $65 per month) effective February 1, 1962. Tax receipts credited 
to the fund were $649 million for the year. The excess of $24 million in receipts 
over payments was applied to repay the temporary loans made by the Minister 
of Finance to the fund. These loans amounted to $17 million at March 31, 1961. 
The fund reflected a credit balance of $7 million as at March 31, 1962. 


The transactions in the account during 1961-62 compared with those for 
the previous fiscal year are as follows: 


Fiscal year ended March 31 
196: 


(estimated) 1961 


(in millions of dollars) 


Pension payMents......sesceeceece cece ers es eeesceeeenccere ee ae 
MIA TECIDUSM: © ayes « «0+ vleialosieleiote eler= (nie 012)=1-fa\sleylar siete s=ielnilel==\2\gc0rs 
Excess of receipts over payments applied _in part to the re- 

payment Ei eiaporany loans from the Minister of Finance 24 11 
Temporary loans outstanding at fiscal year-end..........++- ; 17 


Balance in fund at fiscal year-end...........+ sees cree ee eeees 
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Debt transactions 

During 1961-62 the government issued securities amounting to $3,451 
million (excluding the refunding of treasury bills which mature weekly) and’ 
redeemed or converted issues in the amount of $2,594 million, resulting in an 
increase of $857 million in unmatured debt. However, as other liabilities in- 
creased by $407 million the government’s gross public debt increased by $1,264 
million to $22,867 million at March 31, 1962. During the same period the 
government’s net assets increased by $473 million to $9,638 million. As a result, 
the government’s net debt was $13,229 million at March 31, 1962, the increase of 
$791 million being equivalent to the budgetary deficit for the fiscal year. 


Cash position 


Receiver General balances were $401 million more at March 31, 1962, than 
they were at March 31, 1961. This is the amount by which the increase of $880 
million in unmatured debt outstanding in the hands of the public, plus the net 
amount of $312 million available from non-budgetary transactions, exceeded 
the budgetary deficit of $791 million. 


3. THE BUDGETARY ACCOUNTS 


Total revenues were $5,772 million for 1961-62, $154 million more than the 
total for the previous year. Total expenditures were $6,563 million, an increase 
of $605 million over the total for 1960-61. The deficit for the fiscal year 1961-62 
was $791 million compared with $340 million for the previous year. 


BUDGETARY REVENUES AND EXPENDITURES 
Fiscal Years Ended March 31 
Billions of Dollars 


BUDGETARY DEFICIT 


Millions of Dollars 


Ng 


1958 1959 1960 1961 1962 * 


1000 


REVENUES 


EXPENDITURES 


3 
a 


Y 

iF L LT : 
oS Ey) 

a 7 3 7 2 
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TABLE 3 
Bupa@etary Revenvuss, EXPENDITURES AND DesFiciT 


(in millions of dollars) 


a a a ee er 
a  ————————— 


Fiscal year ended March 31 


Budgetary 
revenues 


RC CAC aa tA CC ac aC Sat IZ at CH eA Po CC RCC ea INC iar RUC TR UNCA SIT Tek Nt ecu ie FR eT 


PPC POCO OEMS meee mere ener eeeererererereseverersesetecroee 


COC ee mer arrears reer ersce reser ereesresesreresstesessseressece 


Pomme eee eee errr e reece rer ener ererereeeesesseansesenssesesese 


5,048.8 
4,754.7 
5, 289.8 
5,617.7 
5,772.0 


Budgetary 
expenditures 


5,087.4 
5,364.0 
5,702.9 
5,958.1 
6,563.4 


Deficit (—) 


—38.6 
— 609.3 
—413.1 
—340.4 
—791.4 


A. REVENUES 


Budgetary revenues totalled $5,772 million in 1961-62 compared with 
$5,618 million in 1960-61, an increase of $154 million or 3 per cent. Tax revenues 
of $5,157 million accounted for 89 per cent of the total for the current fiscal year 
and non-tax revenues of $615 million accounted for 11 per cent. 


BUDGETARY REVENUES BY SOURCE 
Fiscal Years Ended March 31 
Billions of Dollars 


14% OTHER REVENUES 
<+—— TOTAL REVENUES FROM TAXES 389% 


GZ GY, CUSTOMS !MPORT DUTIES 
LI 


EXCISE DUTIES, SALES AND 
OTHER EXCISE TAXES 


Se ee en ome oe 
as a et 


— 
ee 
=- 


— 


CORPORATION INCOME TAX 


bs M AES : nae 
RS gla Lin ioe senate : 
asetatetateretotecerteintiees o58 O05 2 SOR KOC RX S eee, 
eseeeneeentee eee econ Seeensen pxexs Sed SONAL INCOME TAX 
\eegeetatette RR re Sohetotate eat ree BRS Boscseee xed PER 
Possess setoseteceeeaneneoreihate eee satetatocetees ishetteelerneneleeles Saiateteronecaronetecstate 
Seceeesectnec teeta. SS SSO eR CORKS SKK, SOR KKKS Merereseetetetteteates 
Seieeeeeeecaeuueenuuencmmaumnanmummneunmmanmeeereee Sees 
tet %, KM PO Patetststetete ieee ‘, SOOT 
PSS SSeS OR KR RK LD SCR KR ANY KS RRR RK ROG 
CRS OK RRR KLAR KR ERR RO Seneeeeectectcecererete 
ieee PKR RRR oe SERRA KKK ARR LS Setatatetetetetetetatetets: 
SKK RNR RR OLR RRR I OKT 
OOO Se etstatets 5550 o, OS SRK KI OOOO 
KD octets ete OE COOLER RY SRKK KKK SLOG OOOO CIT 
POSS RRR KHIR KK ORK KR GRD KREG ORS 5 
ietetetetetetateeeteeten tenants eee RSS KES eesstalslotee ecerete, SOP ORNII 
SKK KE KE REE ARIE RA LAH 1962° 1962* 


* Estimated 
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TABLE 4 
BupaGetary Revenves By Masor Sources 
(in millions of dollars) 


Fiscal year ended March 31 Increase 


or 


SourRcE ESD 1961 decrease (—) 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


Tax revenues— 
Income tax— 


Personal Oy ees Faas cable Sete 1,800.0 SLi aba lbee 30.5 88.8 5.2 
(Womoraduions siec cscs Be cee eels 1,205.0 20.8 | 1,276.6 PART —71.6 —5.6 
On dividends, interest, etc., going 
SDLORU peeta cc waa cle.s henbeasniees 115.0 2.0 88.2 16 26.8 30.4 
Excise taxes— 
SNE LOR Ge soe criers ean tvac aed NOT Cat aati ie ae oe se 774.0 13.4 720.6 12.8 53.4 7.4 
GGT re: th wetter ees sree 276.0 4.8 290.7 ee —14.7 —5.1 
Customs import duties. ........«.+0+. 539.0 9.3 498.7 8.9 40.3 8.1 
BXCISS CUES oe oan bases coon 363.0 6.3 344.9 6.1 18.1 5.2 
ED ue bO CER o) ene Oe ree tl ncatelp aeievcke 85.0 tha 3) 84.9 1.5 0.1 0.1 
Oi eyie it) GUE ae Side OM eree React node: (3) (3) (3) 
5,157.0 89.38 | 5,015.8 89.8 141.2 2.8 
Non-tax revenues— 
Return on investments. .3....2....00++ 305.0 8G 3 283.8 (i) 21.2 7.5 
Postiofiice revenues. sds. ees e<eses 180.0 al 173.6 Ba! 6.4 Sik 
Other non-tax revenues.............+. 130.0 Bee 144.5 2.6 —14.5 —10.7 
615.0 10.7 601.9 LOT 18.1 2.2 
Total budgetary revenues...| 5,772.0 10020" SF ON 727 100.0 154.3 OF 


1961-62 1960-61 


(estimated) 
Q) Excluding tax credited to the old age security fund— 
Personal Income ttaxsrccnsere een eel eine cena ine 259.0 229.4 
Corporationincome,taxnaanc ere mi acai eer ene ate 100.0 103.5 
ALG SEE EK o Conee reyes or iss ai eareaecte Meee Secu essere a rec erigs Nae Ss 290.0 270.2 
649.0 603.1 


2) Includes duties levied under the Dominion Succession Duty Act. 
(3) Less than $50,000. 


(1) TAX REVENUES 

Tax on personal incomes 

In 1961-62 the largest source of government revenue was again the personal 
income tax. The yield (excluding the old age security tax) was $1,800 million 
or 31 per cent of all budgetary revenue. The increase of $89 million or 5 per cent 
over 1960-61 collections was due principally to the higher level of personal 
incomes during the fiscal year. 

The tax on personal incomes levied under the Old Age Security Act in the 
amount of $259 million was credited to the old age security fund. 


Corporation income tax 

The corporation income tax (excluding the old age security tax) was $1,205 
million or 21 per cent of government revenue for 1961-62 and was the second 
largest source of revenue. Collections under this category were approximately 
$72 million or 6 per cent less than the comparable total of $1,277 million for 
1960-61. This decrease was due mainly to lower corporate profits for the calendar 
year 1960 which in turn were reflected by lower corporation income tax collections 
during 1961-62. 

In addition the tax on incomes of corporations levied under the Old Age 


Security Act in the amount of $100 million was credited to the old age security 
fund. 
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Taxes on dividends, interest, etc., going abroad 


Revenue included in this category is derived from taxes withheld on pay- 
ments of dividends, interest, rents, royalties, alimony and income from estates 
and trusts made to non-residents. Collections in 1961-62 were $115 million, an 
increase of $27 million over the comparable total for 1960-61. This reflects the 
removal of exemptions and the increased rate on certain interest and dividend 
payments, to non-residents, introduced in December 1960. 


Excise taxes 


Included under this heading are the revenues from the general sales tax and 
other special excise taxes. 

From a revenue standpoint the most important tax levied under the Excise 
Tax Act is the sales tax. Receipts from this tax (excluding the old age security 
tax) were $774 million, $53 million or 7 per cent higher than in the previous 
fiscal year. 

The tax on sales, levied under the Old Age Security Act, in the amount of 
$290 million was credited to the old age security fund. 

Excise taxes levied under the Excise Tax Act, other than the general sales 
tax, were $276 million, a decrease of $15 million from the 1960-61 total of $291 
million. Receipts from the excise tax levied on the sale of automobiles were $34 
million less than corresponding receipts for 1960-61 due to the repeal of such tax 
effective June 21, 1961. 


Customs import duties 


Customs import duties totalled $539 million for 1961-62, an increase of $40 
million over the comparable figure for 1960-61. 


Excise duties 


Excise duties are levied on alcoholic beverages and tobacco products. 
(Additional taxes on tobacco products are levied under the Excise Tax Act 
referred to above.) Gross receipts in 1961-62 from taxes on alcoholic beverages 
were $209 million and from taxes on tobacco products were $158 million, com- 
pared with $200 million and $150 million respectively in 1960-61. 


PRINCIPAL SOURCES OF TAX REVENUES 
Fiscal Years Ended March 31 
Millions of Dollars 
2000 2000 


2000 


2000 PERSONAL INCOME TAX CORPORATION INCOME TAX 


1000 1000 1000 1000 


1000 mn 


500 


0 


* Estimoted 
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Estate tax 
Revenue from this source amounted to $85 million in 1961-62, approximately 
the same as the total for the previous fiscal year. 


Other taxes 
Revenue under this heading was less than $50 thousand in 1961-62, approx- 
imately the same as for 1960-61. 


(2) NON-TAX REVENUES 


Non-tax revenues totalled $615 million in 1961-62, an increase of $13 million 
or 2 per cent over the 1960-61 total of $602 million. 


TABLE 5 


(in millions of dollars) 


Fiscal year ended Increase or 
March 31 decrease (—) 
Non-Tax REVENUES ae 
(estimated) 1961 Amount Per cent 

Rieturncom imvestinents: a... « orciae atecaeeits oe eles 305.0 283.8 2162 Led 
Postiotncemevienuerce st > ara cinrnniehoien tee eer 180.0 173.6 6.4 3.7 
Refunds of previous years’ expenditure.............. 26.8 40.5 —13.7 —33.8 
Services .andiservicetees 5. /5..h jit). ee ane lector 42.4 40.4 2.0 5.0 
Proceeds tromieales weeacrac steers: ee ee 23.4 24.0 —0.6 —2.5 
Privileges, licences and permits.............0.ee0- 23.4 22.4 1.0 4.5 
Ballionvan Gicomasene see Meee ina ccentint tenia 7.0 8.5 —1.5 —17.6 
Premium, discount and exchange..................: 0.5 0.9 —0.4 —44.4 
GD OT serch ey ee fae oe tras ce tierce teas Ree oor 6.5 7.8 —1.3 —16.7 
615.0 601.9 13.1 Dez 


Return on investments 


Receipts in this category amounted to $305 million for the fiscal year 1961-62 
compared with the 1960-61 total of $284 million. 


Payments from Crown corporations amounted to $206 million in 1961-62, an 
increase of $12 million over the previous year’s total. The main increases of 
$18 million in Bank of Canada profits and $12 million in receipts from Central 
Mortgage and Housing Corporation were offset partly by a decrease of $4 million 
in returns from the Canadian National Railways and by the fact that there was 
no comparable receipt in the current fiscal year to the $13 million received from 
The St. Lawrence Seaway Authority in 1960-61. 


It should also be noted that in accordance with Order-in-Council P.C. 
1961-1863 dated December 29, 1961, interest of $14 million payable on De- 
cember 31, 1961 by The St. Lawrence Seaway Authority, as well as interest pay- 
able on December 31, 1962 has been deferred until December 31, 1963. On 
December 31, 1963 the total amount of interest so deferred together with the 
interest payable on December 31, 1963, will be computed as a single sum and 
is to be repaid in equal annual instalments calculated by amortizing the said sum, 
including interest at rates determined by the Minister of Finance, over a period 
of forty-six years. 


Other loans and investments yielded $99 million compared with $89 million 
in 1960-61. Receipts of $8 million from the purchase fund which was established 
during 1961-62 to assist in the management of the public debt in accordance 
with the announcement by the Minister of Finance in the budget speech of 
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June 20, 1961, together with increases of $3 million in receipts from the securities 
investment account, $3 million in interest received from the Unemployment 
Insurance Commission and $1 million in interest on loans to national govern- 
ments were offset partly by decreases of $3 million in interest on Receiver General 
deposits with the chartered banks and $2 million in the yield from the sinking 
fund held for retirement of unmatured debt. 


TABLE 6 


(in millions of dollars) 
a es es PE ee ee ee 


Fiscal year ended 


March 31 Increase 
RETURN ON INVESTMENTS or 
962 decrease (—) 
(estimated ) 1961 
Loans to, and investments in, Crown corporations— 

Bank ol Canada--protitess ng. eo met as ne nee. NOVeevl 90.2 1735 
Canadian NationaleRailways, soem asereac.sss.csel 5. 1.4 5.0 —3.6 
Canadian National (West Indies) Steamships Limited.. eee 209 —-1.7 
Canadian Overseas Telecommunication Corporation. ... ies eZ, 0.1 
Central Mortgage and Housing Corporation............. 71.2 59.6 11.6 
Eldorado Mining and Refining Limited................. 5.0 4.9 0.1 
Harm Crediti© orporationuns.. vac eereden eee 6.0 4.1 1.9 
Nationali@apitall'Commission....1s)..4.eeeone aden sae 0.7 ileal —0.4 

INabiona le arboursis OAndstet. sascern feret eceeeiiae ae 3.9 3.9 
Northern Canada Power Commission...............-:. 0.5 ed —0.6 

Northern Ontario Pipe Line Crown Corporation........ 4.3 4.3 

Polymer Corporation limited: ai4.a. fee eeeeeek - 3.0 3.0 
The St. Lawrence Seaway Authority................... 13.1 —13.1 

Miscellaneous st peer tet rape er eee 0.2 0.2 
206.4 194.6 11.8 

Other loans and investments— 
initeds Kancd omy on ace hire cot carr ote ie PD —0.4 
Other national covernments. oa.7..: kee. teens ee oer ke 9.0 8.1 0.9 
Provincial governments..... Ree ees eens. DAR, Huan 1.6 1.9 —0.3 
Soldier and general land settlement loans and veterans 

LATICS ACtIAG VANCES a yak beer ren ise mica ane 4.9 ioe —0.4 
xchange UNC ACCOULUM Met t.coseeT arena Mrenine 3 tae cite 32.6 82.5 Ont 
Parchase LUNG ACCOUIt case ess) eee © eas eee cle ee Halt 7.6 
Seeunitvesemiestiment accountoiees. ake eeteeetetlaten. cette 8.2 Sal aul 
Sinking fund held for retirement of unmatured debt.... 1.0 Qf -—1.7 
Interest-bearing deposits with chartered banks......... 3.6 6.6 —3.0 
Unemployment Insurance Commission..............++- 2.9 0.4 2.5 
MuSCelleaneGUse .ashialdcarasoehs Aenea eee wis 5.4 4.4 1.0 
98.6 89.2 9.4 
305.0 283.8 PMN 


Post office revenue ~y . 

In 1961-62 gross post office receipts totalled $210 million but authorized 
disbursements from revenue for salaries and rent allowances at semi-stafi and 
revenue offices, commissions at sub-offices, transit charges on Canadian mail 
forwarded through or delivered in foreign countries, etc., in the amount of $30 
million, brought net revenue to $180 million. In 1960-61 gross receipts were $202 
million, authorized disbursements were $28 million and net revenue was $174 


million. 

As costs of operating the Post Office Department during 1961-62 (excluding 
the $30 million charged to revenue) were $189 million, net expenditure exceeded 
net revenue by $9 million. However, in making this comparison, it is to be 
noted that the total shown for post office revenue does not reflect any payment 
for the franking privilege covering parliamentary and departmental mail or 
for certain miscellaneous services provided for other government departments 
and agencies, nor does the total shown for operating expenses reflect any charges 
for premises occupied by the Post Office Department or for certain accounting 
and miscellaneous services provided by other departments. 
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TABLE 7 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Post Orrice REVENUE or 
1962 1961 decrease (—) 
(estimated) 

PGS UE Ghz hers ascites, sacs eects & cucak eterna Seon ocatiaho auA Tenia nik elas ea pein 196.9 189.6 Uns 
GGmidission On MIONCY OLGeSLrss. vss. soe ns ca oe u.celsinaicrerre ste 7.8 Cia | 0.1 
RGN talOf PORE WOLLCE WIOXOR ats. cree Soran ale oysitlasis eras tsieieretels i 2.0) 1.9 0.1 
Transit credits on foreign correspondence........... .-.++-- 1.4 1.3 0.1 
CQ SVS ass caaapa Ml SENOS EE TA ee EE RT PE EE chet CRIED) 1.8 1.4 0.4 
209.9 201.9 8.0 

Less— 
Salaries and allowances at semi-staff and revenue offices. —25.6 —24.0 —1.6 
Transit charges on foreign correspondence............... —1.7 —1.2 —0.5 
(CVA ok:) Seay (iii e See oy Sire Che Mee Se Bana soe —2.6 —3.1 0.5 
—29.9 — 28.3 —1.6 
180.0 173.6 6.4 


Refunds of previous years’ expenditures 


Refunds in 1961-62 of expenditures made in prior years totalled $27 million, 
a decrease of $14 million from the comparable total for 1960-61. Included in 
this category is an amount of $12 million received by the Department of National 
Defence, consisting of refunds of $3 million from the United States Government, 
$1 million in respect of advances to Canadian Vickers Limited, $1 million from 
the defence production revolving fund and $7 million from miscellaneous sources. 
In addition, the unexpended balance of parliamentary grants as at March 31, 
1961, amounting to $3 million was refunded by the Canadian Broadcasting 
Corporation. 


Services and service fees 


Collections in 1961-62 for services and service fees amounted to $42 million, 
an increase of $2 million over the total for 1960-61. . 


Revenue in this category includes: $12 million received by the Royal 
Canadian Mounted Police, mainly for police services to certain provinces and 
municipalities; $14 million received by the Department of Transport of which 
$7 million was in respect of aircraft landing fees and $3 million from marine 
steamers’ earnings; $7 million by the Department of Agriculture including $5 
million for services in connection with the inspection, weighing, storage and 
elevation of grain, and $1 million in respect of race track supervision; and $4 
million by the Department of National Health and Welfare due mainly to 
foes by the provinces for treatment of Indians in federal government 

ospitals. 


Proceeds from sales 


Receipts from this source totalled $23 million compared with $24 million 
in 1960-61. 


Included in this category are: $9 million by the Department of Defence 
Production of which $8 million represents amounts from the sale of surplus Crown 
assets (after deducting certain agency fees and transfers) and $1 million under 
agreements of sale of Crown assets; $5 million by the Department of Public 
Works representing the proceeds of the sales of properties by Central Mortgage 
and Housing Corporation; and $4 million by the Department of National 
Peters of which $2 million is in respect of the sales of stores to the United 
Nations. 
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Privileges, licences and permits 


Revenue of $23 million for the fiscal year 1961-62 on account of privileges, 
licences and permits was $1 million more than was received in 1960-61. 

Included in this revenue are amounts of $9 million received from the Depart- 
ment of Transport representing rentals, concessions and radio licence fees and 
$4 million from the Department of Northern Affairs and National Resources 


including $1 million in respect of bonuses, exploratory permits, fees, leases and 
royalties from oil and gas. 


Bullion and coinage 
Revenues in this category were derived from the operations of the Royal 
Canadian Mint and consist mainly of $7 million from a net gain on coinage. 


Small amounts were also obtained from gold refining charges, handling charges 
and gain on gold refining. 


Premium, discount and exchange 
In the current fiscal year premium, discount and exchange transactions 
resulted in a net credit of $1 million, approximately the same as for 1960-61. 


Other non-tax revenues 


Revenues, other than tax revenues, not dealt with in preceding sections 
totalled $7 million for 1961-62, a decrease of $1 million from the 1960-61 total. 


B. EXPENDITURES 


Budgetary expenditures for 1961-62 amounted to $6,563 million, an increase 
of $605 million over the 1960-61 total of $5,958 million. 


BUDGETARY EXPENDITURES, CLASSIFIED BY FUNCTION 
Fiscal Years Ended March 31 
Billions of Dollars 


8 8 
7 9% ALL OTHER EXPENDITURES 
6 SS oN VETERANS AFFAIRS 6 
eee y, LA RESOURCES AND DEVELOPMENT 
<SSSye We Se ok \ PAYMENTS TO PROVINCIAL 
<I? Le WSS =e \ AND MUNICIPAL GOVERNMENTS 
OE PILE Se SSS] TRANSPORTATION AND 
Sila. Ox SEK RS oS] COMMUNICATIONS 4 
AK DOORS PSO 
OSS RK KKK RK RE ARREARS 
SS RK \ \N 
sere —— \ \ AK 2 PUBLIC DEBT CHARGES 
POQORQORREE 


_ HEALTH, WELFARE AND 
GY SOCIAL SECURITY 2 2 
24 LZ Ze 
SR Beseses RRS eet 
Z 5509 KS eset J 
RRS me SEEN T/ cea Neco statet at 
eee Se — Be Ee = ee 
bss 560 Soe Se 5 eee ae eS SS ee 
seats ee es 250 S04] erence 
‘Satake S58 Se ee Rs SRS sotat $0598 PKS 
eegeete eecesetan ROR Se oe eee Brrelotetatetstetettatst 
Sestasetetatatetaneee 59 fe eon fresesosacsceconoanonscid 
Sesctalatetes 86 <6 ee Se Rotator Sassen 
ee en ee een es pacers 0 
Ro eee ee eee Scab 
* 
1958 1959 1386 & 1961 1962 1962 


1. Does not include those payments made to provincial and municipal governments for specifiod purposes. 
2. Does not include pension poyments ovt of the old age security fund not charged to budgetary expenditures in the year in which 


they were poid. 
* Estimated 


53819-9—7 


98 


TABLE 8 


STATEMENT oF BUDGETARY EXPENDITURES BY DEPARTMENTS AND MAJOR CLASSIFICATIONS 
(in millions of dollars) 


Fiscal year ended March 31 Increase 


pe tigen Si aienbeewaC) att or 
fore 1961 decrease (—) 


Amount | Per cent | Amount | Per cent | Amount , Per cent 


Defence expenditures— 


NatIOnAIIDCLBNCE: - ure qetiscisonmsie 1,622.0 Daeg) | 2 olideo D5 aD 104.5 6.9 
etence Production. <> acess wicwceee 24.7 0.4 20.4 0-3 C58! 1 tis § 
1,646.7 25.1 1081.0 25.8 108.8 Tok 


Non-defence expenditures— 


PA DTICULGUE Ohare se areve manais elses tan Tecuereree ere 289.3 4.4 264.9 4.4 24.4 9.2 
ATOMIC SHIDORO ae. sages otle teeta meee 39.90 025 38.9 0.7 —3.6 —9.3 
Canadian Broadcasting Corporation... 77.0 2 66.8 hea 10.2 15.3 
Citizenship and Immigration......... 66.1 1.0 61.1 1.0 5.0 8.2 
Hixternal AGialrs eee tess me oat er 95.0 1:5 103.0 Ley —8.0 —7.8 
Finance— 
Buble debt charges:. .+..- selene et 839.7 12.8 797.6 13.4 42.1 5.3 
Tax-sharing, subsidy and other 
payments to provinces............ 540.6 8.2 537.8 9.0 2.8 0.5 
Government’s contribution to the 
public service superannuation 
BCCOUIMLE shea mon ane: cee: eer ae 46.9 0.7 41.4 0.7 Dap 13.3 
Others ei. oe ponies cae ween 85.2 103 83.2 1.4 2.0 204 
1,612.4 23.0 1,460.0 24.6 52.4 8.6 
ISH OTIES . oivs nee cies seein CoG 24.3 0.4 19.2 0.3 pal 26.6 
BIOLESUTY er ce coe Or ee hase 1. 0.2 101 0.2 Dao 49.5 
USTIGOLE S95k ALEILEA EIS Ces etait Ole. oe 9.7 0.1 8.6 0.2 iNea 12.8 
Office of the Commissioner of 
HPENILENATLCH! <n .cci seca oe eee 25.0 0.4 19.1 0.3 5.9 30.9 
84.7 0.6 QT 0.6 7.0 25.8 
Ba OUT Sei ccsiess cis ae Rca eats ae 85.4 Re 24.1 0.4 61.3 254.4 
Unemployment Insurance Act ad- 
ministration and government’s 
COUUEIDUGIONNccsrcsniesie ste cietiiva etre 102.7 1.6 97.2 1.6 ea, 5:7 
188.1 2.9 121.8 2.0 66.8 66.1 
Mines and Technical Surveys........ 69.3 ital 59.1 120 10.2 ties 
National Health and Welfare— 
Family allowances.............000% 520.9 7.9 506. 2 8.5 14.7 2.9 
Government’s contributions under 
the Hospital Insurance and 
Diagnostic Services Act.......... 284.0 4.3 189.4 3.2 94.6 49.9 
Others ein eer. oehas aetna a Zo2s0 3.6 191.6 3.2 40.9 OES 
1,087.4 15.8 887.2 14.9 160.2 16.9 
National Research Council, including 
the Medical Research Council...... 38.7 0.6 34.4 0.6 4.3 12.5 
National Reventiess. yseaseenines sane 75.9 122 (O35) ee 2.6 3.5 
Northern Affairs and National 
ARGSOURCOS: 05 oa Mocca ne ores ee 86.5 is: 74.3 172 12.2 16.4 
Post Once fone eo a ee 188.6 2.9 178.4 3.0 10.2 Dat 
Public; Works). oie easenae snc eosin 193.4 2.9 200.9 3.4 —7.5 —3.7 
Royal Canadian Mounted Police...... 61.1 0.9 56.0 0.9 6.1 ol 
Trade and Commenrce..............+. 40.0 0.6 21.8 0.4 18.2 83.5 
TT ransport.,..cush astern an te ee 416.4 6.3 336.4 Bel 80.0 23.8 
Veterans Allaire. scarica. sss te eee 334.1 fy! 292.3 4.9 41.8 14.3 
Other Departmental... ....06.sce ee 38.0 0.6 33.1 0.6 4.9 14.8 
4,916.7 74.9 4,420.2 74.2 496.6 11.2 


Total budgetary expenditures..... 6, 563.4 100.0 | 5,958.1 100.0 605.3 10.2 
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PRINCIPAL CLASSES OF BUDGETARY EXPENDITURES 
Fiscal Years Ended March 3] : 


DEFENCE Millions of Dollars 


PUBLIC DEBT CHARGES 


1000 1000 
2000 2000 
0 BS 0 
2000 HEALTH, WELFARE AND SOCIAL SECURITY } 2000 
1000 1000 
1000 1000 
0 0 
1000 VETERANS AFFAIRS 1000 oe oe See 
0 2s I 2 os Re 
PAYMENTS TO PROVINCIAL AND MUNICIPAL 9 
GOVERNMENTS 2 
0 me me as 0 oH 
58 59 #60 6i. 62° 9 
1, The unshaded areas of the columns in the chart for health, welfare and social ee etek ee ee = of eioil 


security fund not charged to budgetary expenditures in the year in which they were paid, 
2. Does not include those Payments made to provincial and municipal governments for specific purposes. 
# Estimated 


(1) DEFENCE EXPENDITURES 


Defence expenditures which consist of expenditures of the Departments of 
National Defence and Defence Production were again the largest category of 
government budgetary expenditures. The total of $1,647 million for 1961-62 
was approximately 25 per cent of the aggregate budgetary expenditures of the 
government for the year and was $109 million more than the total of $1,538 
million for 1960-61. 


TABLE 9 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Derencet EXPENDITURES or 
1962 1961 decrease (—) 
(estimated ) 
Department of National Defence— 
NiavialiSenvices: .aAeiiiraaiincriGhe aetie serleseiaeiis eaeiea aire 262.9 _ 245.5 17.4 
FA IMIVASCL VICES tee scr icties eeiae tielece ere «rel he eM eeis oe ne ees 447.8 402.2 45.6 
AGI AGE VAG esate sat orii: ota mia yelra ase sete PLY Hy fecal sas 778.6 751.6 27.0 
1,489.3 1,899.8 ey 
Administration and general.......... of PRAL NIA Ae eR 23.6 2129 o), 
Defence research and development....... acronis 4 42.9 41.9 1.0 
Government’s contribution to the Canadian forces super- 
annuation account...........- 2 apse ipsa « pias nara asia? 56.0 40.5 15.5 
Mutual aid to NATO countries including contributions 
towards military costs of NATO..... ries Nee RD. os 10.2 14.6 —4.4 
1,622.0 t, S17a6 104.5 
Department of Defence Production— 
Administration and general........ fete aan Pat anp aot of We, phe a 
Production capacity and capital assistance...........+-- re Ws 
Technological capability...........-- OR An Or ue os re 


1, 646. 1,537.9 108.8 
WEEE EEE 


53819-9—73 
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National Defence 


Expenditures of the Department of National Defence were $1,622 meow 
in 1961-62. In 1960-61 expenditures were $1,518 million. 


Expenditures for naval, army and air services amounted to $1,489 million, 
$90 million more than the 1960-61 total. Of this increase, $17 ‘million was 
attributable to naval services, $46 million to army services and $27 million te 
air services. 


Direct charges to mutual aid amounted to $10 million during 1961-62 
compared with $15 5 million in 1960-61 and consisted of procurement of equipment 
for mutual aid and Canada’s share of NATO military budgets and infra-structure 
costs. 


Expenditures for defence research and development were $43 million com- 
pared with $42 million in 1960-61. 


The government’s contribution to the Canadian forces superannuation 
account of an amount equal to 13 times the contributions by permanent services 
personnel was $56 million, an increase of $16 million over the total for the 
previous year. The increase resulted from a provision of the new act which 
became effective March 1, 1960 and which authorized the crediting to the 
superannuation account quarterly, in each fiscal year, such amount, in relation 
to the total amount paid into the said account during the preceding quarter by 
way of contributions in respect of current services and past services by contrib- 
utors, as is specified by the Minister of Finance. The contribution for 1960-61 
therefore, was based on a nine-month period from April 1, 1960 to December 31, 
1960, inclusive, compared with the contribution for 1961-62 which was based 
on a twelve-month period from January 1, 1961 to December 31, 1961, inclusive. 


Administration and general costs were $24 million in 1961-62, an increase 
of $2 million over the 1960-61 total. 


Defence Production 


The total expenditure of $25 million in 1961-62 for the Department of 
Defence Production was $4 million more than in 1960-61. 


Outlays of $5 million in connection with the government program instituted 
in 1959-60 of supporting selected defence development programs in order to 
sustain technological capability in Canadian industry were $2 million more than - 
in 1960-61. Expenditures of $2 million in respect of the procurement of capital 
assistance by Canadian Arsenals Limited and the programs under which assistance 
for the establishment of production capacity and capital assistance is given to 
private contractors, Crown plants operated on a management-fee basis and 
Crown corporations undertaking contracts essential to the defence program were 
approximately $1 million more than corresponding expenditures in the previous 
fiscal year. 


Administration and general costs amounted to $18 million in 1961-62 
compared with $16 million in 1960-61. 


Cash outlays for defence 


In addition to these budgetary expenditures for defence, there are certain 
other cash outlays which must be considered in assessing the full effect of the 
defence program on the economy of Canada. 


Section 11 of the National Defence Act provides that materiel, not imme- 
diately required for the use of the Canadian defence forces or the Defence Research 
Board, may be sold to such countries and upon such terms as the Governor in 
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Council may determine. The proceeds of such sales in 1961-62 amounting to 
$3 million were credited to a special account to be used for the procurement of 
materiel. Cash outlays of $6 million from this account during 1961-62 resulted 
in a balance of $2 million at March 31, 1962. 


The Department of Defence Production also makes cash disbursements for 
the procurement of materials for use in the manufacture of defence equipment 
which are not recorded as budgetary expenditures. For purposes of accounting 
and control, these amounts are charged to the defence production revolving fund 
and are treated as assets on the books of the government until they are billed to 
the Department of National Defence or sold to defence contractors for use in 
the manufacture of defence equipment. As a result of the transactions during 
1961-62 purchases exceeded proceeds from sales by $18 million and the assets 
of the fund increased by an equivalent amount, leaving a balance of $33 million 
in the account at March 31, 1962. 


The following table summarizes the cash outlays for defence for the past 
two fiscal years: 


TABLE 10 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
CasH OvuTLAYS FOR DEFENCE —_— or 
1962 1961 decrease (—) 
(estimated) 
Budgetary expenditures— 
Department of Defence Production..................+-- 24.7 20.4 4.3 
Department of National Defence..............0.e2s003- 1,622.0 L555: 104.5 
1,646.7 , 087.9 108.8 
Disbursements for, or receipts from (—)— 
Defence production revolving fund (net)................. Vib —5.0 22.5 
Replacement of materiel account—sec. 11, National 
DM efencevA ct-(net) yx<k . aoe nics Sopiert soars 3.0 —1.0 4.0 
20.6 —6.0 26.6 
Net cash outlay for defence.................---- 1,667.2 1,531.9 135.3 


(2) NON-DEFENCE EXPENDITURES 


Agriculture 

Expenditures of the Department of Agriculture were 5289 million for 1961-62 
compared with $265 million for 1960-61. 

Increases of $40 million in expenditures to cover the deficit in the prairie 
farm emergency fund and $6 million in outlays for rehabilitation and reclamation 
projects were offset partly by the decrease of $30 million in the net operating 
loss of the agricultural stabilization board. 

The 1961-62 net operating loss of the agricultural stabilization board was 
$23 million compared with $53 million in 1960-61. 

Advances of $49 million made by the Minister of Finance to the prairie 
farm emergency fund to cover the year’s deficit have been charged to budgetary 
expenditures. The comparable amount in 1960-61 was $9 million. 
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TABLE 11 
(in millions of dollars) 


_ 
Fiscal year ended 
March 31 Increase 
AGRICULTURE OO or 
1962 1961 decrease (—) 
(estimated) 


Administration.and. coneral ne. pappac sicwrete ters oe a ectte ain 
Agricultural products board—net operating loss.............. 
Agricultural stabilization board—net operating loss.......... 
Assistance re storage Costs, Of Crain «ce ssccnis Seles oaraee uae 
Board of Grain Commissioners (Canada Grain Act)......... 
Prairie farm emergency fund—deficit................2..000- 
Production and marketing branch— 
Freight assistance on western feed grains................ 
Health. oManimals-divisions srcdecn mines ehta oteys seer ees eee 
Payments to western grain producers.............++-00 
Premium on hog and lamb carcasses..............0++++: 
OCB sie NS ccrtir eo eh teas tinree tania tes co inate ras hot eee 
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Rehabilitation and reclamation projects..............20e000- 
Research, branch: chiar wits oinciad dettes. otess tu eipeeteieote ale aierterers 


Nowe 
OC ONO 
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Atomic Energy 


Expenditures of the Atomic Energy Control Board and payments to Atomic 
Energy of Canada Limited were $35 million compared with $39 million in 1960- 
61, a decrease of $4 million. 


Administration expenses of the Atomic Energy Control Board and grants 
for research and investigations with respect to atomic energy totalled $1 million, 
approximately the same as for the previous fiscal year. 


During the year under review approximately $34 million was paid to Atomic 
Energy of Canada Limited for its research program, $4 million less than in the 
previous fiscal year. Of the total, $26 million was for current operations and 
maintenance and $8 million for the construction or acquisition of buildings, 
works, land and equipment. 


TABLE 12 
(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
Atomic ENERGY oe or 
1962 decrease (—) 
(estimated) 1961 


Atomic Energy Control Board— 


(A GINTHISTTAGIOU AIAG. re oes at ree cnt eee walt es, area 0.1 Oat 
(Granta gor ROSCANED fc 0 sere ie oe cio nit wenn sts 2 oe EE Onn 0.6 0.1 
0.8 0.7 0.1 
Atomic Energy of Canada Limited— 
Research program— 
Construction or acquisition of buildings, works, land 
EY t0 i evo [Tih ohaol-ycy Row eck. cece ek tone mae 8.2 15.1 —6.9 
Current operations and maintenance................. 26.3 PRM oe 
84.6 88.2 —$.7 
35.3 38.9 —3.6 


Canadian Broadcasting Corporation 


Payments of $77 million have been made by the government to the Canadian 
Broadcasting Corporation during 1961-62, an increase of $10 million over the 
total for 1960-61. 
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Grants for capital requirements including the replacement of existing 
capital assets of the radio and television services increased by $1 million during 
1961-62, while grants in respect of the net operating requirements of the radio 
and television services were $9 million higher than in the previous fiscal year. 


Outlays for the international shortwave broadcasting service were approx- 
imately the same as for 1960-61. 


TABLE 13 


(in millions of dollars) 
e—o—O—OoOoeweeeeeeee—eaeee 


Fiscal year ended 


March 31 Increase 
CanapiAN BroapcastiInG CoRPoRATION or 
1962 1961 decrease (—) 
(estimated) 

Grants in respect of radio and television services— 
Capipalrequitemonts. es errr ae erene 6.4 5.6 0.8 
Net operating requirements................cececceceeces 68.9 59.3 9.6 
: 75.8 64.9 10.4 
International shortwave broadcasting service............... 7 1.9 —0.2 
77.0 66.8 10.2 


Citizenship and Immigration 


Expenditures of the Department of Citizenship and Immigration were $66 
million in 1961-62, an increase of $5 million over the total for 1960-61. 


Outlays for the Indian affairs branch increased by $5 million during 1961-62 
due principally to increases of $2 million in expenditures for Indian education, 
$1 million in outlays for Indian welfare, $1 million in costs of Indian agencies 
and $1 million in expenditures for economic development of Indians. 


Expenditures of the immigration branch and the citizenship and citizenship 
registration branches were approximately the same as for the previous fiscal year. 


TABLE 14 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
CITIZENSHIP AND IMMIGRATION oe or 
1962 1961 decrease (—) 
(estimated) 
Administration and general......... iciacalemiegns tiene tate =i i« « 1.0 0.9 0.1 
Citizenship and citizenship registration...........-.+-++++++ 1.6 L3 ee 
[Grea NO le eapeooeobebeauqo cot oe esos 2 ap one oS cD cnotonsop 12.5 oe ye : 
liveltaareuakvbdsjny aah Ae DAO OH on Cuno onion dro Sen aan se cma ae sr 51.0 ; ; 
66.1 61.1 5.0 


’ External Affairs ; sili GY 
Expenditures of the Department of External Affairs totalled $95 million in 


1961-62, a decrease of $8 million from the previous year’s total. 
The principal changes in expenditure as compared with 1960-61 were de- 
creases of $7 million in contributions to international organizations and $4 


million in assistance to other countries and increases of $2 million in costs of 
representation abroad and $1 million in expenditures for administration and 


general. 
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Contributions to international organizations decreased by $7 million during 
the year due mainly to the fact that 1960-61 expenditures included the following 
items for which there was no comparable expenditure in 1961-62: (a) $6 million 
for the purchase and transfer of wheat flour to assist in the establishment of 
strategic stock piles of food supplies in member states of NATO; (b) $2 million 
for the reimbursement of the agricultural commodities stabilization account 
for canned pork donated to international relief agencies; and (c) $2 million to 
reimburse the agricultural products board account for whole milk powder 
donated for international relief purposes. 


TABLE 15 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
EXTERNAL AFFAIRS — or 
1962 1961 decrease (—) 
(estimated) 
/Nobosyhsnk ee incorus nto Wee Oel ee voto cake aan aoe pecs Gora ee Ou 8.9 fojeall 0.8 
Agsishance tocotner COUNtICSs.cmte nti mine toa 2.5 6.4 —3.9 
Canada’s assessment for membership in international (includ- 
ing commonwealth) organizations...............+eeeeee 5.4 4.7 Ong 
Contributions to international organizations................. {5.1 22.2 —7.1 
Grantor olombo planiwiund=.,cesme seers meer rine 50.0 50.0 
Representatiomabroad, .« <.c.edsctioen erate ieee aeons 13551 11.6 1.5 
95.0 103.0 —8.0 


Finance 


Expenditures of the Department of Finance amounted to $1,512 million 
in 1961-62, an increase of $52 million over the corresponding total of $1,460 
million in 1960-61. 

The main changes were increases of $42 million in public debt charges, $5 
million in the government’s contribution to the public service superannuation 
account, $3 million in tax-sharing, subsidy and other payments to provinces, 
$2 million in administration expenses of the Comptroller of the Treasury, and 
$2 million in the government’s share of medical-surgical insurance premiums and 
a decrease of $2 million in administration and general costs. 


TABLE 16 
Gin millions of dollars) 


Fiscal year ended 


March 381 Increase 
FINANCE ne or 
1962 decrease (—) 
(estimated) 1961 
A CIniniatrarhlonancdegoneralee case: «heron eleee nate ciate LY.0 12.9 —1.9 
Government’s contribution as an employer to the unemploy- 

Ment: INSUTANCE ML Cees sum se uri dcen Pegemrursier iments 1.0 1.0 
Government’s contribution to the public service superannua- 

PLOL (MECOULE TE Ae Rha etn Deen. STR RR me hie oe ed 46.9 41.4 5.5 
Government’s share of medical-surgical insurance premiums. 7.6 6.0 1.6 
Grants to municipalities in lieu of taxes on federal property... 24.7 24.5 0.2 
Grants to universities— 

Payments to the Canadian Universities Foundation..... 19.4 19.0 0.4 
Office of the Comptroller of the Treasury—ad ministration 

OXPONSES A cco ee cee ates MEE Eien emer ec ae  e obit arate ee 21.5 19.8 od 
FublG debt. CHENOA wr iy teas nee renn Meee aca eR eer 839.7 797.6 42.1 
Tax-sharing, subsidy and other payments to provinces...... 540.6 537.8 2.8 

1,512.4 1,460.0 52.4 
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; eer : , 
Government’s contribution to the public service superannuation account 


In 1961-62 the government’s contribution to the public service superan- 
nuation account amounted to $47 million, an increase of $5 million over the 
comparable figure for 1960-61. 


Public debt charges 


In 1961-62 public debt charges were again the second largest item of budg- 
etary expenditure. These charges, which consist of interest on public debt, 
the annual amortization of bond discounts and commissions, the cost of issuing 
new loans and other costs incurred in servicing the public debt, totalled $840 
million in 1961-62 or 13 per cent of all budgetary expenditure, compared with 
$798 million or 13 per cent in 1960-61. 


TABLE 17 


(in millions of dollars) 
ooo 


Fiscal year ended 


March 31 Increase 
INTEREST AND OTHER PusLic Dest CHARGES or 
2 1961 decrease (—) 
(estimated) 
Interest on public debt— 
Unmatured debt including treasury bills— 
Pavablesin¢@anadavycss..ee orc Gan cece 639.2 607.2 32.0 
Payable in London yivceeccss Meee ee aoe eee 1.0 1.4 —0.4 
Payablean News vor ncn. nrccececc cece cane Ball 4.0 —1.3 
642.9 612.6 80.8 
Other liabilities— 
Annuity, insurance and pension accounts............. L507: 141.0 16.7 
Deposit and trust accounts.............ceeeeeeeeeees 3.4 3.0 0.3 
161.1 144.1 17.0 
Total interest on public debt................006- 804.0 756.7 47.3 
Other public debt charges— 
Annual amortization of bond discounts and commissions. 33.6 38.9 —5.3 
Costor issuing New ORNS 5:. serene isa e se eee cere ae 123 1.3 
Servicinciot pulolic:debtay sp. seme iee lle lel 1a tale ote 0.8 0.7 0.1 
85.7 40.9 —65.2 
839.7 797.6 42.1 


Interest on public debt in 1961-62 amounted to $804 million, an increase 
of $47 million over the 1960-61 total of $757 million. Interest of $643 million 
on unmatured debt was $30 million higher than in 1960-61 reflecting the increase 
in unmatured debt; interest of $161 million on other liabilities was $17 million 
higher due to the increase of $17 million in interest on annuity, insurance and 
pension accounts, including increases of $10 million in respect of the public 
service superannuation account and $5 million in respect of the Canadian forces 
superannuation account. 

Other public debt charges amounted to $36 million compared with $41 
- million in 1960-61. The decrease of $5 million was due to a reduction in the cost 
of annual amortization of bond discounts and commissions. 


When considering the magnitude of these public debt charges and the burden 
they place upon the public treasury, it must be borne in mind that a substantial 
portion of the debt is attributable to, or 1s invested in, productive or earning 
assets. Therefore, in calculating the net burden of the government’s annual 
interest charges, the income derived from loans, investments and other productive 
assets must be taken into account. For 1961-62 this income totalled $305 
million as shown in the non-tax revenue section under the heading “Return 


53819-9—8 
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on investments”. This amount deducted from the gross total of $804 million for 
interest as shown in the above table leaves a net amount of $499 million compared 
with a net of $473 million in 1960-61. Measured as a percentage of the net: 
debt the burden of the net annual interest charges was 3.77 per cent in 1961-62 
compared with 3.80 per cent in 1960-61. 


TABLE 18 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Ner BurpEen or ANNUAL INTEREST CHARGES or 
1962 1961 decrease (—) 
(estimated) 

MTotaliinterest On puUbUCIUe busesces ween care mbteieterane tee ene 804.0 756.7 47.3 
Return: on imvestnaentsinse a tee weet tie oor eserefalers ave cisverstslve cue cvs —305.0 — 283.8 —21.2 
Neét interest: coats srerers on ere ee Te een are ae NA 499.0 472.9 26.1 
Net interest costs as percentage of net debt.................. Betts 3.80 


Tazx-sharing, subsidy and other payments to provinces 


Payments to the provinces during 1961-62 for statutory subsidies, payments 
under the Federal-Provincial Tax-Sharing Arrangements Act, additional grants 
to Newfoundland and the transfer of a portion of income tax receipts from certain 
public utility companies were $541 million compared with $538 million in 1960-61. 

Charges to budgetary expenditures in 1961-62 under the federal-provincial 
tax-sharing arrangements, including adjustments made on account of previous 
years, were $2 million less than in 1960-61. The decrease was due to an increase 
in the relative proportion of personal and corporation income tax attributable 
to provinces other than Ontario and British Columbia which had the effect of 
reducing the equalization payments payable with respect to 1961-62 as well as 
substantially lowering the adjusting payments necessitated by the final calcu- 
lation of the tax-sharing arrangements payments for 1960-61 which were required 
to be made by December 31, 1961. 


Payments of $503 million to the provinces under the federal-provincial 
tax-sharing arrangements in 1961-62 were adjusted by deducting a total of $1 
million from the tax-sharing entitlements of Newfoundland, Prince Edward 
Island, New Brunswick, Manitoba and Saskatchewan, making a net disbursement 
to the provinces of $502 million. These deductions represented recovery of 
one-fifth of the overpayments made to those provinces under the 1952 tax 
rental agreements on account of an over-estimation of their population as revealed 
by the 1956 census. By Memoranda of Agreement with the provinces concerned, 
the 1952 tax rental agreements were amended to authorize the recovery of the 
overpayments in equal monthly deductions from the tax-sharing payments to 
those provinces over the five-year life of the new arrangements. 


Statutory subsidies at $24 million for 1961-62 were $3 million more than in 
the previous year, on account of adjustments arising out of the results of the 
decennial census. 
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Information in regard to the tax collection agreements with the provinces 
is given under the liability category ‘“‘Deposit and trust accounts”. 


TABLE 19 


(in millions of dollars) 
88ee—=$@oM0MR9am9aam9Dmm9S9SaSSS 


Fiscal year ended 


Tax-SHarRine, Sussipy aNnD OTHER PAYMENTS TO March 31 eres 
PROVINCES ——__———__ re 
(estimated ) 1961 ecrease (—) 


a eee eee 


Payments under Federal-Provincial Tax-Sharing Arrange- 


ments Act, c. 29, Statutes of 1956, as amended.......... 502.7 504.9 —2.2 
Statutory subsidies mets. 2 ewe Meee kN eh. cv crnec ace. 23.5 20.7 2.8 
Transfer of certain public utility tax receipts................ 6.4 4.2 ee 
Transitional grant to Newfoundland................+0.0000. 0.3 —0.3 
Additional grant to Newfoundland .).......+ ss csassncoessees. 8.0 bets 0.3 

540.6 537.8 2.8 


A summary of payments, by provinces, during 1961-62 is given in the follow- 
ing table: 


TABLE 20 


(in millions of dollars) 


Fiscal year ended March 381, 1962 (estimated) 


Tax-SHARING, SUBSIDY AND Payments Transfer of 
OTHER PAYMENTS TO PROVINCES under Statutory |certain public | Additional Total 
tax-sharing subsidies utility tax grant 
arrangements receipts 
Ie WLOUNG LAD CL yin tivey oo cyancictasiatayaeierne 27.6 yi 0.1 8.0 37.4 
IN OVENS COLIS: fe..cre me ease rctwn e sureiee' 39.8 Dee 0.4 42.3 
Prince Edward Island.............+. Thee? 0.7 Ost 8.0 
INewsbrunswiehk:.:......00dustetm ee. « a ree ae Po 
LG GCE eas i Bovetben Retire twice andere ean 30. : ' : 
eer REPT os oe uealan ache pan ote 120.7 4.6 0.6 125.9 
ManiGG DA. c.sciitoo sere «cot sok eae 40.4 Ae | 0.1 42.6 
Saakatchewallvswmeantnnc inten nrraanrer: 40.6 Dre 0.1 42.8 
IN Seip ere Ree eR Oe 58.4 2.8 1.9 63.1 
British Columbias..c¢ ncs.5 ts sats: 73.9 ith 0.9 76.5 
502.7 aro 6.4 8.0 540.6 


The amount of public utility tax receipts for transfer to the provinces 
in 1961-62 was $6 million, an increase of $2 million over the 1960-61 total. 
The 1961-62 payments represent the transferable portion of the income tax 
received from corporations whose main business was the distribution to, or the 
generation for distribution to, the public of electrical energy, gas or steam for 


the taxation year 1959. 


Fisheries pena, Ma bie 
Expenditures of the Department of Fisheries amounted to $24 million in 


1961-62, $5 million more than in 1960-61. 
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Increases of $2 million in outlays for field services, $2 million in expenditures 
of the Fisheries Research Board of Canada and $1 million in administration and 
general costs were the main factors contributing to the increase. ; 


TABLE 21 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
FISHERIES tt or 
1962 1961 decrease (—) 
(estimated) 


Adininistration antl gweneral «6c tel << ciet)«styeesissce Spence 4.8 3.7 Tek 
Canadian share of the expenses of international commissions. Went 0.8 0.3 
Wieldimervicesi: onde 2-2 ce. odes seis ae ate biepeecunieiateciegaer ts 12.0 9.9 2.1 
Fisheries Research Board of Canada...............+seeeeee 6.4 4.8 1.6 

24.3 19.2 5.1 


Forestry 


Expenditures of the Department of Forestry totalled $15 million for 1961-62, 
an increase of $5 million over the 1960-61 total of $10 million. 


Contributions to the provinces for assistance in establishing forest access 
roads and trails during 1961-62 were $3 million over the comparable expenditure 
for 1960-61, while outlays for forest research, and administration and general 
costs were each $1 million more. 


TABLE 22 


(in millions of dollars) 


Fiscal year ended 


March 381 Increase 
ForESTRY SSS or 
1962 1961 decrease (—) 
(estimated) 
Administration and general®:2 5.067 pee eae 1.9 Vee 0.7 


Contributions to the provinces— 
Assistance in forest inventory, reforestation and forest 
LIES: PLOTEC TION. ¢ie4 wee Pree a recy aes aap ecu tT tenes 2.4 
Horest access roads and trails....4.0s0 ee << de eee 4.0 
Forest: researc hi. 7/2. 2.0 sats votes ee OE a ee 6.8 
cal 


Justice 


Expenditures of the Department of Justice amounted to $35 million for 
1961-62, an increase of $7 million over the total for the previous fiscal year. 


Administration and general costs accounted for $1 million and expenditures 
of the Office of the Commissioner of Penitentiaries for $6 million of the overall 
increase. 
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TABLE 23 
(in millions of dollars) 
6V—eSeNRneaw—6—0«—S—s—s—sSSaeaeaeaeee 


Fiscal year ended 


March 31 Increase 
JUSTICE - or 
1962 decrease (—) 
(estimated) 1961 
aeons? et enters NA 6 enh erie 8 
Administration andi generalteea? Bays. teres I oh 4.6 3.6 1.0 
Judges’ salaries and travelling allowances................... 5.1 5.0 0.1 
9.7 8.6 jess 
Office of the Commissioner of Penitentiaries— 
A GinIDiStration®, 92a S8)..4 BOL, vats becasct etd deck 0.7 0.7 
Construction, improvements and equipment............. 6.6 one 3.4 
Operation and maintenance of penitentiaries............. 17.7 1522 2.5 
25.0 19.1 6.9 
34.7 OH eal | 7.0 


Labour 


Expenditures of the Department of Labour totalled $188 million in 1961-62, 
an increase of $67 million over the total for 1960-61. 


Payments to provinces under the Technical and Vocational Training Assist- 
ance Act of $54 million for the year were $46 million more than comparable ex- 
penditures in 1960-61. This act, which received Royal Assent on December 20, 
1960, superseded the Vocational Training Co-ordination Act. The purpose of 
the act is to provide financial assistance to vocational and technical schools, and 
training under youth training projects. 


Payments to provinces and in respect of Indian bands by the Government 
of Canada, of amounts not exceeding one-half of the cost of labour engaged on 
winter work projects in the amount of $24 million were $15 million more than in 


1960-61. 


TABLE 24 


(in millions of dollars) 


Fiscal year ended | 
March 31 Increase 


LasouR or 
1962 1961 decrease (—) 
(estimated) 
Administration and general.......-..++++++eeeeeeeree ee eee es i a 
Municipal winter works incentive program.......... Sana Ss 24, ; I 
Payments to provinces authorized by the Technical and ve Ay ys 
Vocational Training Assistance ACt........+++.+-+es+05: bay ne ae 
Unemployment Insurance Commission— 

Administration and general........-+--++essssesseeeeees ae aap oo 
Government’s contribution to the fund........-..++++++- pee ee Eb 
188.1 121.3 66.8 
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Unemployment Insurance Act administration and government's contribution 

Expenditures in 1961-62 relating to the act (excluding the government’s - 
payment as an employer which is included in the expenditures of the Department 
of Finance) totalled $103 million compared with $97 million in 1960-61. 


Unemployment insurance benefit payments are not charged to budgetary 
expenditures but are paid from the unemployment insurance fund which is 
financed by equal contributions from employees and employers, by interest 
earned on investments, and by the government’s contribution of an amount 
equal to one-fifth of the combined employee-employer contributions. Further 
information in regard to the unemployment insurance fund is given under the 
liability category “Annuity, insurance and pension accounts”. 


The government’s contribution to the fund for 1961-62 was $57 million and 


administrative costs were $46 million; the corresponding amounts for 1960-61 
were $55 million and $42 million respectively. 


Mines and Technical Surveys 
Expenditures of the Department of Mines and Technical Surveys amounted 
to $69 million in 1961-62, an increase of $10 million over the total for 1960-61. 
Increases in expenditures include $6 million in higher outlays for surveys and 
mapping, $1 million in the expenditures of the geological survey of Canada, $1 
million in costs of the Dominion Coal Board and $1 million for administration 
and general expenses. 


TABLE 25 


(in millions of dollars) 


Fiscal year ended 


arch 31 Increase 
MINES AND TECHNICAL SURVEYS oe or 
1962 1961 decrease (—) 
(estimated) 


Administration and general emeeecs a cee enema ree yea | 3.9 j lea 
Dominions CoalBoards. stm. ck ace aie 20.0 19.3 0.7 
Emergency gold mining assistance.............cccseeceeeee 1255 Tet 0.4 
Geoloricalisurvey of Canada,...c.cc.esee acne ane b.5 4.3 tee 
Mines (branch occ ccc cise sisisreie 0 evi 0-510: «:a.018 of AAS 4.8 4.5 0.3 
Surveysand mappings sycsscanen nee eee eee ree 21.4 15.0 6.4 

69.3 59.1 10.2 


National Health and Welfare 


Expenditures of the Department of National Health and Welfare during 
1961-62 were $1,037 million, an increase of $150 million over the total for 1960-61. 


Outlays for the national health branch were $368 million in 1961-62, an 
increase of $98 million over the previous year’s total. The increase was due 
primarily to the increase of $95 million in the government’s contributions under 
the Hospital Insurance and Diagnostic Services Act. 


During 1961-62 expenditures of the welfare branch increased by $51 million 
to $663 million mainly as the result of increases of $36 million for unemployment 
assistance and $15 million for family allowances. 


Tad 


TABLE 26 
(in millions of dollars) 


SSS 
| 


Fiscal year ended 


March 31 Increase 
Nationa, HeautH anpD WELFARE ———_- or 
2 decrease (—) 
(estimated) 1961 ‘ 
ee SE eee ee 
Administration and generalists sy eesc.0..« diclsv eid ce Ridabdca. 6:3 : 4 
National health branch— af si 
Government’s contributions under the Hospital Insur- 
ance and Diagnostic Services Act 284.0 189.4 94.6 
General health grants to provinces........ 49.0 48.0 1.0 
Indian and northern health services....... 24.5 23.0 1.5 
Ohi EY =) pearotinis ‘ew natee pst, goaraeg trcomhr eects ie, ora | te vegr any ar eee a 10.3 9.4 0.9 
867.8 269.8 98.0 
Welfare branch— 
Hamoilysa llowances: caso feta eae, ee Ree rae 520.9 506.2 14.7 
OldFdoe assistantorats< sao eno ren eee 30.7 30.7 
Disabled persons allowances..............0.ssececeeees. 16.2 16.4 —0.2 
Bimd persons allowances #0. eee eee ener ene 4.1 4.2 —0.1 
Unemploymentiassistance... seen ce eee ne 88.0 51.5 36.5 
OECD aca ck cs See: ceo Soe se ik oe een eee. 3.4 Boe 0.1 
663.3 612.8 51.0 
1,037.4 887.2 150.2 


Government’s contributions under the Hospital Insurance and Diagnostic Services Act 


The Hospital Insurance and Diagnostic Services Act, Statutes of 1957, 
authorized contributions by Canada in respect of programs administered by the 
provinces, providing hospital insurance and laboratory and other services in aid 
of diagnosis. In 1961-62 payments were $284 million compared with $189 million 
in 1960-61. The increase of $95 million was due partly to the fact that during 
1961-62 all provinces and territories were participating under the agreements for 
the full fiscal year, whereas during 1960-61 the Province of Quebec and the Yukon 
Territory participated under the agreements for only three months and nine 
months respectively. 

The effective date of each agreement is as follows:—July 1, 1958 for New- 
foundland, Manitoba, Saskatchewan, Alberta and British Columbia; January 1, 
1959 for Nova Scotia and Ontario; July 1, 1959 for New Brunswick; October 1, 
1959 for Prince Edward Island; April 1, 1960 for the Northwest Territories; 
July 1, 1960 for the Yukon Territory; and January 1, 1961 for Quebec. 


TABLE 27 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
GovERNMENT’S CONTRIBUTIONS UNDER THE Bre we 
HosprrtaL INSURANCE AND DiaGnostic Services AcT 1962 se decree 
(estimated) 
NewiGnnd lance ceeeien > ose ece brs terse ve\erieinue inition io 2 ! 1.2 
INIGi3) CIE A nob CaneE BaD Gio Bo Dee seedeicigais arcs va os ue 
Princema WALG! [Slam aciane + «te r\eblclsele + oi ole @releurls wisceleueie's ics» ie bo i 
ING YOR ER CUDIS WIGIC tee oie sc cottons siteOhd «ove 6 Siok viafeielelein elsuscele-oinls a ae ae 
(QOS WU0h5 sees Sebo OF > 2 FORDE bond ofen DEaIome Sao uUOdeCTD aut ¥ : 7 
(Cyikinitats maha ge SMe det. 5 RADIRED DAO ~ aimee ieaao te OCedCn Onc 104.7 84.5 20.2 
ee ea 15.3 13.1 2.2 
AREACODE WOME cate te os - oo deo ele brates o:aieibleimieicunis oes. .ahe aes 15.9 14, ee 
Alerter. ce poe cs:etdeutae any re 4 
British Columbia pe ae a0 a0 
Northwest and Yukon Territories......---++seeeeree er eeees Ah : . 
284.0 189.4 94.6 
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General health grants to provinces 

General health grants to provinces for assistance in hospital construction, 
general health services and the control of diseases amounted to $49 million 
for 1961-62, an increase of $1 million over the 1960-61 total of $48 million. 


TABLE 28 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
GENERAL HEALTH GRANTS —_— or 
1962 1961 decrease (—) 
(estimated) 

Newfoundland oS Sin srs ee gna ees “eee phen ceteris Lot 0.8 0.3 
ING as CO UIE: 5 ice tee: «do recareraee. OTs stein ce Fats MINAS ous tent s Soteee 2.6 2.9 —0.3 
Prince-Wdward Usland®..t:.. cece tance oe POeeoecerers 0.3 0.4 —0.1 
Newi Brunswicls. Bi8ecdcceve cde oR thea cae sinc Peto eee neaite 1.8 AG: 0.2 
QWOBEO co iv cbs, de hele sce c.seis aera eee ores oi uesin Meal eater ans 13.9 14.0 —0.1 
COPURRENG secon in olan abate moras oka u/s. oo AteNairanal w 6 iO roa ee omencene Tes I iedeetees 16.2 15.8 0.4 
NATAL ees Ne chs eee reece he a MT Fi are interes Prony ora taleiausvaien bees Dit: 3.0 —0.3 
as lca tials e weit see ven siete ncrere reac aaweroi auctor srotrncechonelt essai tien oter tems tito 2.6 Paes Ost 
SAT GIRL Rene En a cic da Ar cs Rectan oeieicve niet tees oon 2.8 0.9 
DBY AU Htc| cM OKO} Li boot oe: ee eae EMRE ayRee Poets ot cic eos moO CC 4.0 ArT —0.1 
Nortiiwesp and Yukon Lerritoriess....-c seem eter ccc eae: 0.1 Ont 

49.0 48.0 120) 


Family allowances 

Family allowances are payable in respect of all children under sixteen years 
of age, resident in Canada, with minor exceptions such as in the case of children 
of immigrants who must reside in Canada one year before an allowance is payable. 
The monthly allowance is $6 if the child is under 10 years and $8 in the age group 
10to 15. Children of immigrants receive family assistance of $5 per month during 
their first year of residence in Canada from the Department of Citizenship and 
Immigration if during that period they are under sixteen years of age. 


Family allowance payments in 1961-62 totalled $521 million and represented 
8 per cent of total expenditures. The increase of $15 million over the previous 
year reflects the increase in the number of children in the eligible age groups. 


TABLE 29 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Famity ALLOWANCE PAYMENTS LLL or 
2 decrease (—) 
(estimated) 1961 

Newer Ord Lain Oe arnt ceo etamiatere coches dete icc alorew Risietets bist ee hier 16.3 16.0 0.3 
INFO Vi SCOUT we eel eens iahs one, Teer ens aera, ER Nee alors ie ee 21.6 ez 0.4 
PIMNCCUG WAC: LStanGl yess Sete On Gass ELSA aed ont 0.1 
New? Ss5uns wick ce coma ie: anid avs catia wo ee eee ee 19.2 18.9 0.3 
Quebec ices /any-l-« fateltcl ens tet Oh nts asta, Cha nc teen soieescoh ioe eas DARE Rea Ree oe 158.2 154.2 4.0 
ORERPION oc = cB ce eee cao Mesh cere sols th eR ee tole ee. 168.1 162.6 5.5 
ManweGb ns. 5k eee ans ne ets, Lee eee Ri ee 25.1 24.4 0.7 
Saskatchewan te. geet serccs declac oe Rec ol eo ete toe ey eae 26.3 25.8 0.5 
AUDer tain. +s bis avant tects aden Sacer leac eee hh eet eee 38.9 37.4 LS 
British: Columbia; wees shoo Mes cis Le eee 42.7 41.4 133 
North west:and Yukon Derritorieshss- s.r. eee eee Las 122 0.1 

520.9 506.2 14.7 
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Old age assistance, disabled persons allowances, blind persons allowances and 
unemployment assistance 


Under the Old Age Assistance Act, the federal government reimburses the 
provinces by paying 50 per cent of the lesser of $65 monthly or the amount of 
assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who are in the age group 65 to 69. (Under the Old Age Security 
Act, all persons 70 years and over who satisfy the residence requirements of the 
act may receive a pension of $65 per month from the federal government out of 
the old age security fund.) Similarly, the federal government reimburses the 
provinces under the Blind Persons Act for allowances of not more than $65 per 
month to blind persons in need 18 years of age or over by paying 75 per cent of 
the total payments, and under the Disabled Persons Act by paying 50 per cent 
of not more than $65 per month for allowances to disabled persons in need 18 
years of age or over. In 1961-62 payments of $31 million for old age assistance, 
$16 million in respect of disabled persons allowances and $4 million for blind 
persons allowances were approximately the same as for 1960-61. 


Amendments to the Old Age Assistance Act, the Blind Persons Act and the 
Disabled Persons Act raised the maximum pension towards which the federal 
government would contribute from $55 to $65 per month, effective February 1, 
1962. As increased payments are dependent on individual action by each prov- 
ince they will not affect expenditures in the 1961-62 fiscal year. A similar increase 
was authorized in old age security payments, effective on the same date, through 
an amendment to the Old Age Security Act. 


Under the Unemployment Assistance Act the federal government contributes 
up to 50 per cent of the cost of unemployment assistance paid by the provinces, 
subject to certain deductions as set out in the act. All provinces have signed 
agreements with the federal government. There was an increase of $37 million 
in contributions for 1961-62 over those for the previous year. 


The following table presents a distribution of these payments to provinces 
for 1961-62: 


TABLE 30 


(in millions of dollars) 


Fiscal year ended March 31, 1962 (estimated) 


FrperaL SHarn or Otp Acer Assistance, D1isgaBLE_Di——AASA Heese 
Persons ALLOWANCES, BuinpD Persons ALLOWANCES Old Disabled Blind Unem- 
AND UNEMPLOYMENT ASSISTANCE age persons persons ployment 


assistance | allowances | allowances | assistance 


INig wfOllD GLLANClin, ic aeccisers oiesstonoiste Ab ein iatsi sue acrinlerole eters eneaser Lf O55 0.2 a: 
iN axe: Seay 5 le A Ry ee ere ince woon ccmonrdns £ 3 0. Hes 
Prince Edward Usland ss «oc cic00 ccs sins o cise’ sierocfeleivia cterets ve Hee me ne 
Nes woul UTES VVC eso ack cus ialeus oo 91 01<. ofan odes igiois) sie) sheligre Wie \eusten: A Be es aoe 
Qe DCC ara fii elclsrc dite. lola dble/elorspers olebele Seivermaiiarad © ie 11.0 : ! : 
ODTATIO deer Sc et cla nb boen oo sop eae arin nae: 6.7 4.4 0.8 17.0 
RVate chee FO Sra lel US RT eee 1.6 0.4 0.2 3.8 
Shien vel Weare ty Bylth nich ene GOD OmOD ODS INC COD T OcOe Nr’ 1.8 0.5 ae ae 
Tse) ee nC nonpr Oooo acm a ay be ve ae 
British Columbia........... saad sped speed hisaine tpidh #8e 28 °. oa + 
Northwest and Yukon Territories........--+++++s+++- 4 ; Pasa! 
30.7 16.2 4.1 88.0 


(Less than $50,000. 


114 


National Research Council, including the Medical Research Council 

Expenditures of the National Research Council, including the Medical 
Research Council amounted to $39 million for 1961-62, $4 million higher than 
for 1960-61. Increases of $2 million in expenditures for administration and 
general and $2 million in outlays for scholarships and grants in aid of research 
were the main factors contributing to this increase. 


TABLE 31 


(in millions of dollars) 


Fiscal year ended 


NaTIONAL RESEARCH COUNCIL, INCLUDING tyson Mateks® nail) s dncnense 
tHE MsrpicaL ResgARCH COUNCIL 1962 oe doctdnas(S) 
(estimated) 

Administration and ‘generales, < occ sre cisarelaic siecoiele cle tela store PAE 19.7 2.0 

Construction or acquisition of buildings, works, land and 
GOMAPINIGH Gs c-eccure oe eeeiai< esi ca pis aes seas ores eles ci ereioie eee 5.5 5.3 0.2 
Scholarships and grants in aid of research...............005- 11.5 9.4 2.1 
38.7 34.4 a 


National Revenue 

Expenditures of the Department of National Revenue totalled $76 million 
for 1961-62, $3 million more than in 1960-61, due mainly to increases of $2 million 
in expenditures of the taxation division and $1 million in outlays of the customs 
and excise divisions. 


TABLE 32 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
NATIONAL REVENUE or 
1962 1961 decrease (—) 
(estimated) 

Customs and-excise GivIslOnss<;.- <6 occ ete ceo a 40.1 39.0 Lt 
TAXATION Gl VISION ese <227/2. cece oa nae eave ciae eee ete 35.6 34.1 1.5 
Income tax appeal board titan ech coerce mate hee 0.2 0.2 

75.9 73.3 2.6 


Northern Affairs and National Resources 


Expenditures of the Department of Northern Affairs and National Resources 
in the fiscal year 1961-62 amounted to $87 million, an increase of $12 million 
over the comparable total for 1960-61. 


The main changes were increases of $5 million in expenditures of the na- 
tional parks branch, $5 million in outlays of the northern administration branch 
and $2 million in the expenses of the water resources branch and a decrease of 
$1 million in administration and general costs. 
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TABLE 33 
(in millions of dollars) 
=n: $$ ___<_$_$__$__$_$_ $e 


Fiscal year ended 


March 31 Increase 
NorTHERN AFFAIRS AND Nationat RESOURCES or 
1962 decrease (—) 
(estimated) 1961 
REET Speen ee es Fen Fe PT he Ys Sr see eas tee | 
Administration and general ..co< osc ccsciscee ¢ onakw'sunnarces cman 3.9 4.5 —0.6 
Canadian goverment travel bureal.. o20. 2). ee eee 3.0 2.7 0.3 
Contributions to the provinces to assist in the development 
of roads leading to resources.............0.cceceececucee 12.0 12.0 

National parks: branch aces cee. Pe Oe ee 29.2 23.9 5.3 
Northern administration branch...........0.0.00e0c0-0005.. 34.4 29.2 5.2 
Wa ter resources* branch = +... 25 secwcice os. cates ee al 4.0 2.0 2.0 

86.5 74.3 1p 
Post Office 


Gross expenditures of the Post Office Department for 1961-62 totalled 
$219 million, an increase of $12 million over the 1960-61 outlay of $207 million. 


Remuneration of postmasters and staffs at revenue and semi-staff offices and 
certain other authorized disbursements are paid from revenue. These payments, 
included in the total of $219 million, were $30 million for 1961-62, an increase 
of $2 million over the comparable total for 1960-61. 


TABLE 34 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Post OFFICE or 
1962 1961 decrease (—) 
(estimated) 
Charged to budgetary expenditure— 
Administration and general... 226. .0.0.cc 25 eeheteree teehee Pe | Dae | 
Pinancial BerviCegs oq <i acrde.cieo eels ave «wa Settee ter tater Toten 3.3 3.1 0.2 
Operations—salaries and other expenses of staff post 
offices, district offices and railway mail services; 
and supplies and equipment and other items for 
revenue post offices............. Soc: aes chiara 120.3 111.0 9.3 
Transportation—movement of mail by land, air and 
UV ELE To Naren ela to ais ie cinial eet acto pcre en ate 62.9 62.2 0.7 
188.6 178.4 10.2 
Charged to revenue— / 
Operations—salaries of postmasters and staffs at revenue 
and semi-staff offices, commissions paid at sub-offices 
and. Other CiSbULSCMENUES. «0.600.000 «0 ctds sane ole ae Says 29.9 28.3 1.6 
218.5 206.7 11.8 


Public Works . 
Expenditures of the Department of Public Works for 1961-62 amounted to 


$193 million, a decrease of $8 million from the 1960-61 total of $201 million. 


Increases in expenditures of $3 million for housing, $3 million in payments to 
the National Capital Commission, $2 million for harbours and rivers engineering 
services and $1 million in administration and general costs were more than offset 
by decreases in expenditures of $9 million in development engineering services 
and $6 million in outlays for “Public buildings—construction and services’. 
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The decrease of $9 million in expenditures of the development engineering 
services was due mainly to the reduction of $7 million in contributions to the . 
provinces under the terms of the Trans-Canada Highway Act and the decrease of 
$3 million in costs of construction of the Trans-Canada highway through national 
parks, offset in part by the increase of $1 million in outlays for the installation of 
a water supply system at Churchill, Manitoba. 


Expenditures for ‘‘Public buildings—construction and services”’ were approx- 
imately $6 million less than the comparable figure for the previous fiscal year, 
due to the decrease in costs of acquisition, construction and improvements of 
public buildings. 


TABLE 35 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Pusiic WorKS — or 
1962 1961 decrease (—) 
(estimated) 
MAMINIStratiOn ANd) SENEFAN.....1. demersal oieveis ia areere ereStaeia ee oes 14.4 0.9 
Development engineering services— 
Trans-Canada highway division— 
Construction through national parks................ 6.3 9.2 —2.9 
Contributions to the provinces under the terms of 
the Trans-Canada Highway Act................ 42.0 48.7 —6.7 
GROOT ET A. oe ox ee atta east e near e Nee TER Reh Peed esererere 5.0 4.5 0.8 
68.6 62.4 —8.8 
Harbours and rivers engineering services— 
Acquisition, construction and improvements of harbours 
and! river WOKS: ..d2.025 sha oe cane eee Se ee 31.5 29.9 1.6 
PREG OT eS, x. crac ub ausateansepeuaueccusseliel oesapexcaauntausrel aot ese area 6.1 6.1 
(ODOT Al AI «oot Secs Ten One sae Ae eeee anette 0.8 0.9 —0.1 
88.4 86.9 136, 
EL ORB UT Os aie ccc bat ss 3 5 55 oe ok ee Oa ts a5 ean esc MR OPER ITSP 6.2 300 2.5 
National Capital (@ Om matssiOn jc..-.jiencncrsseneroie patel acieaie nest sions 8.8 6.3 20 
Public buildings—construction and services— 
Acquisition, construction and improvements of public 
buildings— 
Otla wane o6 cceacdouchiacis > see eee 8.3 8.5 —0.2 
Othericentresin Canada... saeco seen eee 15.8 18.2 —2.4 
Outside: Canidae x, atv ss Badeerh ror aen eee ae ib 0.3 4.3 —4.0 
FING PLSVENLONE Mo: aces «Be nce es aie craves teeter tee 0.2 0.2 
Burniture and furnishingsh... sss. ccc eee eee ee oe 2.8 2.6 0.2 
Maintenance and operations: ics. 1/0s oc on asec tite 43.7 43.4 O33 
Uheak 77.2 —6.1 
193.4 200.9 —7.5 


Royal Canadian Mounted Police 


__ Expenditures for the Royal Canadian Mounted Police amounted to $61 
te for 1961-62, an increase of $5 million over the 1960-61 total of $56 
million. 


Payments as shown in the table represent gross expenditures; payments 
received from the provinces and municipalities for police services at $11 million 
have been credited to revenue. 


Increases in expenditures of $5 million for the land, air and training divisions 
and $1 million in higher outlays for headquarters administration and national 
police services were offset partly by the decrease of $1 million in the government’s 
contribution to the Royal Canadian Mounted Police superannuation account. 


The decrease of $1 million in the government’s contribution to the Royal 
Canadian Mounted Police superannuation account was due to the fact that the 
government’s contribution during 1961-62 was based on the amount paid into the 
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account by contributors for the twelve-month period ending March 31, 1961, 
whereas in the previous fiscal year it was based on the twelve-month period 
ending March 31, 1960 as well as a nine-month period April 1 to December 31, 
1960, inclusive, in accordance with the provisions of the new Royal! Canadian 
Mounted Police Superannuation Act, 1960. 


TABLE 36 


(in millions of dollars) 
SSS S00—05— 


Fiscal year ended 


March 31 Increase 
Royat Canapian Mountep Pouce ——_ or 
1962 decrease (—) 
(estimated) 1961 


Government’s contribution to Royal Canadian Mounted 
Police superannuation account..............0.ceceeceeeee 


Trade and Commerce 
Expenditures of the Department of Trade and Commerce were $40 million 
for 1961-62, compared with the 1960-61 total of $22 million. 


The increase of $18 million in expenditure for 1961-62 was due mainly to 
increases of $3 million in administration and general costs and $15 million in 
outlays of the Dominion Bureau of Statistics mainly on account of the 1961 
Decennial Census of Canada. 


TABLE 37 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
TRADE AND COMMERCE oer Se or 
62 1961 decrease (—) 
(estimated) 

‘Admuinistration.and, general cy. qe mre neseistebiestarnsren ers iuereetes 6.7 4.0 2ul 
WOmMInION unreal Ol SLAvISbiCS.. sae cp sah shes 21 < 10 is ele mete 20.1 10.4 14.7 
National bnerpy. DOard yess tre sce mr rieiodiape lesletes ster aiere mine 0.5 a ee 
Standards branch........ ws weg cide ofy ohn ale efolnn sais wih anions 2.78 5 Oe 

Trade COMIMISSlONEL Ber VACOe facile ohyatemitet tee iets e101 oer eiaielns me 5.0 4.5 . 
40.0 21.8 18.2 


Transport vila 
Expenditures of the Department of Transport totalled $416 million for 


1961-62, compared with the 1960-61 total of $336 million. 

Outlays for air services reflected an increase of $18 million over the previous 
year due mainly to increased expenditures of $8 million by the civil aviation 
branch, $6 million by the telecommunications and electronics branch and $3 
million by the meteorological branch. 

Expenditures of the Board of Transport Commissioners for Canada increased 
by $45 million due in large part to interim payments of $50 million related to 
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recommendations of the Royal Commission on Railway Problems, pending its 
complete report, to companies as defined in the Freight Rates Reduction Act. | 
A decrease of $5 million in the government’s contribution to the railway grade 
crossing fund occurred during 1961-62. 


Increases in expenditures amounting to $4 million by the Canadian Maritime 
Commission in 1961-62 were attributable to the increase of $1 million in steamship 
subventions for coastal services and to the outlay of $3 million for capital sub- 
sidies for the construction of commercial and fishing vessels for which there was 
no comparable expenditure in the previous fiscal year. 


Marine services expenditures amounting to $50 million were $3 million 
greater than in 1960-61; outlays for railway and steamship services, including 
charges to expenditures in respect of deficits of government-owned enterprises, 
were approximately the same as for the previous fiscal year; the deficit of Trans- 
Canada Air Lines charged to budgetary expenditure in 1961-62 was $7 million 
compared with $3 million in 1960-61; and non-active advances to the National 
Harbours Board were $4 million greater than in the previous year. 


TABLE 38 


(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
TRANSPORT or 
1962 1961 decrease (—) 
(estimated) 


Administration and Generale. 4k chieceatere ties sieeuates trerettetate crete 
Air services— 
AdmiMistra tions sree tiaeuchretite cists e cratic renee 


_ 
— 


ee ee oe 


Meteorological vonanichiyer. cicero onic roe crlsra an crisis. cote eset 
Telecommunications and electronics branch............. 
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Board of Transport Commissioners for Canada— 
A dmaiininirablon andioeneral onscreen. aan 
Hreightunates hediction Act=-- sce eee eee eee ee 
Interim payments related to the recommendations of the 

Royal Commission on Railway Problems........... 
Maintenance of trackage css 1c0 cose cine. emacs 
Contribution to the railway grade crossing fund 
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Canadian Maritime Commissions 7. coe ee aie ieeeicioe eens 

Marine services— 
Administration and general 
Aids to navigation 
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Railway and steamship services— 

Auto-ferries, docks and terminals....................--- 
Maritime Freight Rates Act—difference between tariffs 
and normal tolls 

Deficits— 
Canadian National Railways:it....:.....00--.+00+% 
Newfoundland ferry and terminals.................. 
Prince Edward Island car ferry and terminals....... 
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Veterans Affairs 


Expenditures of the Department of Veterans Affairs amounted to $334 


gue for 1961-62, an increase of $42 million over the 1960-61 total of $292 
million. 


Pensions for disability or death totalled $178 million during the current 
year as compared with $151 million in 1960-61, and outlays for war veterans 
allowances and other benefits increased by $16 million to $81 million for 1961-62. 
These increases were mainly the result of increased rates of pensions during the 
year over those in effect during 1960-61. 


TABLE 39 
Gn millions of dollars) 


Fiscal year ended 


March 31 Increase 
VETERANS AFFAIRS —_—— or 
962 decrease (—) 
(estimated) 1961 
Administration. angi peneral wera nam eree. nce acne 6.9 6.7 0.2 
Pensions fordisability ormdeathy. ..0, eee eae 177.6 150.7 26.9 
Soldier Settlement and Veterans Land Acts— 

ANdmainistranionsand eeneralys emer re ate 4.7 5.2 —0.5 
Provision for reserve for conditional benefits, Veterans 

deandedctpage sce ween tint coe ee ee 3.2 3.4 —0.2 

Treatment and welfare services...........----.-sccseecseee: 58.5 58.7 —0.2 

War service gratuities and re-establishment credits.......... 2:2 2.9 —0.7 

War veterans allowances and other benefits................. 81.0 64.7 16.3 

334.1 292.3 41.8 


All Other Departments 


Expenditures of the departments not dealt with in preceding sections 
amounted to $38 million, an increase of $5 million over the total for 1960-61. 


The most significant changes in expenditures for 1961-62 were increases of 
$3 million in outlays of the Privy Council Office (of which $2 million pertained to 
the expenses of the Royal Commission on Government Organization), $1 million 
in the expenditures of the Department of Public Printing and Stationery and $1 
million in higher costs of the Civil Service Commission. 


TABLE 40 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
D TMENTS —_ or 
Att OTHER DEPAR rs We peice es 
(estimated) 

PRUGibOn Generale cies thpralensiereke etecelnc bch vosoror oka fons tanasnrerencforetoret ae ve 0.2 
Board of Broadcast GOVernors.......:s+eeeee cence AS oe ee iene 
Chief Electoral Officer.........++++seseeeeeeeeeeees re ry = 
Civil Service Commission............ceseeererecenes Fa ee ne 
Governor General and Lieutenant-Governors “ep Mee ae 
OU TNSULRATICE ero sc oees oe wis ielaie nlalocs = oats sisls > atawicle ale! olovernin aie ohne ae LA ie a8 
Legislation...........ssseseescnccccncccecescencssacsencess ae ras at 
National Film Board...........seeeeceesscecerscceesenecees oF e i 
National Gallery of Canada..........+eeeeeeeeer creer ecees an He " 
Privy Council............ Leah Perr + ae ae 
Public Archives and National iGlleiehAyenedone So oh on wSaoO Ton. ef a8 a2 
Public Printing and Stationery.....-+--++eseeeeeeeseereeees ri ca es 
Secretary of State........ssecceceee cece eeecen cess erenerers : ¥ 

38.0 33.1 4.9 
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4. SUMMARY OF ASSETS AND LIABILITIES OF CANADA 
AS AT MARCH 31, 1962 


The assets and liabilities of the Government of Canada at March 31, 1962, 
the comparable balances at March 31, 1961, and the changes in each category 
during 1961-62, are shown in condensed form in the following table. 


TABLE 41 


Summary oF Assets AND LIABILITIES OF CANADA 


(in millions of dollars) 


Balance at March 31 Tacracha 
9 or 
(estimated) 1961 decrease (—) 
LIABILITIES 
@urrentiand demand liabilities oan sme sees sect sieteciaesieniie: 1, 220.9 1, 147.6 73.3 
DMeposthand, trlist ACCOUNUS..ch voce ers emetic secs 267.5 PBS el 27.8 
Annuity, insurance and pension accounts............0eeeeeee: 4,260.5 3,955.5 305.0 
Undisbursed balances of appropriations to special accounts. . 108.5 104.5 4.0 
Deferted. credits. 5 cccwcm «acon av euaermeen sis ae enajeiwice < atctars 78.3 79.0 —0.7 
DUSHEHSEO ACCOUNTS aac eats asd ere ee orion ances 6.1 8.6 —2.5 
Unmaturedidebt sass cse ec tee tena tie ae tinciiokiestecuantte oe 16, 925.0 16, 067.9 857.1 
Total liabilities: 9. aduescivcsct ccc onisceaireosise 22,866.8 21,602.8 1,264.0 
ASSETS 
LO. iia (ais PRTG CS, SEL CIR SE Cee. mRrTN i GRA SOT Oren Oo 1, 22025 784.4 436.1 
Advances to the exchange fund account...............0cce00- 1,783.0 2,024.0 — 241.0 
Sinking fund held for retirement of unmatured debt........ 17.8 17.0 0.8 
Loans to, and investments in, Crown corporations........... 3,995.3 3,627.7 367.6 
Loans to national governments. ...-..2.0s<seeesvcece us ces 1,339.8 1,378.2 —38.4 
Otheriloansand investments: jo J..les he oes Creede week lds 974.5 1502241 —47.6 
Seourities held im trusts nese. as estate eae cee rusemieek 31.4 30.1 1.3 
Deferred charges— 
Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account............. 326.3 326.3 
Public service superannuation account............... 276.7 276.7 
Royal Canadian Mounted Police superannuation 
ACCOUNM Geiser ord cere lene rater eee Tee ee eee cua) Sloe 3.0 3.5 
Unamortized loan flotation costs..............0.0ceeee, 120.9 130.7 —9.8 
727.4 183.7 —6.8 
Suspense accounts: +. side neu cin oo erste) eee rae as abo 0:2 0.1 0.1 
Capibaliassetaen sc ican ce Sok iy tees ae tree eis oieke @) a) 
Inactive loans and investments.............0.+-+secseeesss 94.8 94.8 
OtAIRASSELS rerdnetre teem ertics one a ents 296s cesw piers 10, 184.7 O125 1 472.6 
Zess reserve for losses on realization of assets................ —546.4 —546.4 
Net asseteeic nes seer aren tices eae eae 9,638.3 9,165.7 472.6 
Net debt, represented by excess of liabilities over net assets. 13, 228.5 12,437.1 791.4 


@ Shown at nominal value of $1. 


A. CHANGES IN PRINCIPAL LIABILITY CLASSIFICATIONS DurING 1961-62 


The gross liabilities of the government increased by $1,264 million during 
the fiscal year due mainly to increases of $857 million in unmatured debt, $305 
million in annuity, insurance and pension accounts, $73 million in current and 
demand liabilities, and $28 million in deposit and trust accounts. 
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TOTAL LIABILITIES 
Fiscal Years Ended March 3] 
Billions of Dollars 
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Current and demand liabilities 
This category consists of obligations of the government payable currently 


or on demand. 


CURRENT AND DEMAND 


TABLE 42 


(in millions of dollars) 


ISS OTHER LIABILITIES 
I% DEPOSIT AND TRUST ACCOUNTS 
CURRENT AND DEMAND LIABILITIES 


ANNUITY, INSURANCE AND- 
PENSION ACCOUNTS 


UNMATURED TREASURY BILLS 


UNMATURED BONDS 


Balance at March 31 


LIABILITIES 


1962 
(estimated ) 


Outstanding treasury cheques......... 
Accounts payable........... ne 


Non-interest bearing notes payable to— 


i i a a 


The international development association.............. 


The international monetary fund.. 


Matured debt outstanding........... : 
Interest due and outstanding.......... 
Interest accrued seh ans 
International monetary fund—reval 

Canadian dollar balance......... ' 


Post office—outstanding money orders........ 


Outstanding letter of credit cheques. . 
Other current liabilities...... Ho dsiatte b 


ee ee 


ay 


uation adj ustment. 


1, 


1961 


23. 
4, 
0. 
220. 


o ore 


30 


20 


Increase 
or 
decrease (—) 


73.3 


The net increase of $73 million was due mainly to increases of $28 million in 
interest due and outstanding, $28 million in accrued interest, $19 million in 
accounts payable, $15 million in matured debt outstanding, and $14 million 
in outstanding treasury cheques offset partly by decreases of $21 million in 
non-interest bearing notes and $10 million in the revaluation adjustment of 
the Canadian dollar balance in the international monetary fund. 
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Deposit and trust accounts 


Sundry funds deposited with, or held in trust by, the Receiver General of | 
Canada for various purposes are recorded in these accounts. 


TABLE 48 


(in millions of dollars) 


Balance at March 31 daoeoabe 
Deposit AND Trust ACCOUNTS or 
1962 1961 decrease (—) 
(estimated) 
Army benevolent LUNG: <ccce.o es «ieceia ere Greplerevelel = ieiatcrele ve.sks.< s/nees Gail 6.5 —0.4 
Canadian Arsenals Limited pension fund..............-..00- 1ipserk 1201 
Canadian Pension Commission—ad ministration trust fund.. 12.0 11.0 1.0 
Contractors hold backs. as: sosenaser cate woe noei cies an voc ee 15.3 15.6 —0.3 
Contractors securities—sundry departments— 
COTE bio.s.s aces ccdin SS a's a bsare SS Teter eT RR TOE See ole lars SOE fsee 1120 22 
LOL) | Be RRR Tn ton RE RIES or GS GORI Bere 10.4 9.4 120 
@ertified: Cheques vqscaear<:s a0 ooereoeer eee sacle Sane 1.4 1.4 
25.0 21.8 8.2 
Crop COrporavigua GeDOSILS. . «cise eee eh kererteict ciaters 23.0 19.4 4.1 
Emergency gold mining assistance—holdbacks.............. ep 1.4 Oud 
Guarantee deposits— 
CUSCOMBIANG EXCISO-s., vaes< sick eree De Tien Helene este Out erciels 4.7 4.6 Osi 
Northern Affairs and National Resources.............-- 8.0 9.1 —1.1 
Tncran trusted ss ayes ccsrers cncsecn stearate erases ieee rere 30.0 28.9 at 
Instalment purchase of bonds, public service..............+- 11.5 NE, —0.2 
INOTEAM OVEr&tIONS POOls as scenenieeee oo ieee ae eaters 16.1 16.1 
National Harbours Board—special accounts..............0+- 4.0 5:7 —1.7 
Postioiice savings Danko, acy scrnes < ceien eae iie sree ae cise recte 28.6 28.5 0.1 
Provincial tax collection agreements..............0eeeeeecee 38.0 38.0 
Soldier settlement and veterans land acts trust account— 
BONO A ee crescents saw eaaatee oven Coo ere tee 2.5 255 
United’ States:ot America. cise. serio o aoe sear ec eerie tat 36.7 —29.0 
War claims iund-——world) war 22) os.caccscenceceect were stee 1.0 1.1 —0.1 
O Phere erctrarrace ericae eterno ete tion totnernn ard eat oter creme teneratere eee 19.9 19.5 0.4 
267.5 239.7 27.8 


The change during the year was an increase of $28 million. The main items 
constituting this increase were $38 million in the provincial tax collection agree- 
ments account and a decrease of $29 million in the United States of America 
deposit account. 


Under the 1957 tax rental agreements, the obligation on the renting prov- 
inces to abstain from the imposition of personal and corporation income taxes 
was to lapse on December 31, 1961. As the Government of Canada did not offer 
to renew tax rental agreements, the former renting provinces have all imposed 
personal and corporation income taxes effective January 1, 1962. The Government 
of Canada, in place of the tax rental agreements, offered to enter into tax collec- 
tion agreements with the provinces whereby Canada would undertake to collect 
without charge the provincial personal and corporation income taxes at rates 
determined by the provinces provided that the provincial personal income tax 
was expressed as a percentage of the federal personal income tax payable and the 
provincial corporation income tax employed a definition of corporate taxable 
income identical with the federal definition. To make room for the imposition of 
provincial income taxes, the Income Tax Act was amended in the 1961 session of 
Parliament to (1) reduce the federal income tax payable by individuals resident 
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in the provinces by 16 per cent in 1962 and by a further one per cent in each 
subsequent year until the deduction amounts to 20 per cent in 1966, and (2) 
reduce the federal tax rate on the taxable income of corporations earned in the 
provinces by 9 percentage points. Canada will be collecting the personal income 
tax for nine provinces (Quebec excepted) and the corporation income tax for 
eight provinces (Quebec and Ontario excepted). With the exception of Saskatche- 
wan and Manitoba, the provinces which have entered into tax collection agree- 
ments have imposed personal and corporation income taxes equivalent to the 
federal withdrawal. The aforementioned provinces have imposed personal 
Income taxes at 22 per cent rather than 16 per cent of the federal tax payable 
and 10 per cent rather than 9 per cent of the taxable income of corporations. 


Annuity, insurance and pension accounts 


In this category are recorded the amounts to the credit of the various annuity, 
insurance and pension accounts. 


TABLE 44 


(in millions of dollars) 


Balance at March 31 


Increase 
ANNuITy, INSURANCE AND Prension AccouUNTS 1962 or 
(estimated) 1961 decrease (—) 

Wnemployment insurance fund .. .A.ss Hessen ie eee aes 71.5 1) 264.6 —193.1 
Less investment in bonds and accrued interest............... —53.5 — 247.0 193.5 
Uninvested funds on deposit with the government....... 18.0 17.6 0.4 
Government lannvities.34.5... 4. dete) tonnes ne eee 1,236.1 1,199.1 37.0 
Public service superannuation account..............-.eeeeee: 1,588.8 1,468.8 120.0 
Canadian forces superannuation account...............eee0e- 1,279.4 1,155.3 124.1 
Old age sécurity fund isc bi) sent do remrnnd. copasteeat capt etree ere Gadi 6.7 
(LiF aes as area NR Seer enn cm SAR He A 6 Gur otra aee 131.5 114.7 16.8 
4,260.5 3,955.5 305.0 


@ Includes loan of $67 million from the Minister of Finance. 


Unemployment insurance fund 
The total benefits paid out of the Unemployment Insurance Fund in the 


1961-62 fiscal year were $466 million, its total revenues $340 million, and its 
deficit $126 million. This compares with 1960-61 figures of benefit payments of 
$514 million, revenues of $333 million and a deficit of $181 million. In addition 
the fund has repaid in full its advances from the Minister of Finance in the net 
amount of $67 million, resulting in a total reduction in the fund’s assets of $193 


million. 


Government annuities account 

The government annuities account increased by $37 million during the year 
reflecting the amount by which premium receipts of $45 million and interest of 
$46 million credited to the account by the government exceeded payments of 
$54 million to annuitants and beneficiaries. 
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Public service superannuation account 

The increase of $120 million in the public service superannuation account was 
due mainly to the government’s contribution of $47 million (equal to the esti- 
mated current and prior service payments of individuals in 1960-61), and in- 
terest of $61 million credited to the account. The remainder of the increase 
was due to the excess of employees’ current and prior service contributions and 
miscellaneous receipts over benefit payments. 


Canadian forces superannuation account 


The Canadian forces superannuation account increased by $124 million. 
The increase reflected the government’s contribution of $56 million which was 
made at the rate of one and two-thirds times the current and prior service con- 
tributions, interest of $48 million credited to the account, and the amount of 
$20 million by which contributions by permanent services personnel for current 
and prior years’ service exceeded benefit payments from the account. 


Old age security fund 


Under the Old Age Security Act pensions at $55 per month (increased to $65 
per month effective February 1, 1962) are paid, without a means test, from the 
old age security fund to all eligible persons seventy years of age or over. Credits 
of $649 million consisting of $290 million from the 3 per cent sales tax, $259 million 
from the 3 per cent tax on personal incomes (maximum tax $90) and $100 million 
from the 3 per cent tax on corporation profits exceeded payments of $625 million 
by $24 million. Temporary loans of $17 million as at March 31, 1961 have 
been repaid resulting in a credit balance in the fund of $7 million. In 1960-61 
receipts of $603 million exceeded payments of $592 million by $11 million and a 
$28 million deficit (covered by temporary loans from the Minister of Finance) 
was brought forward from 1959-60. 


TABLE 45 


(in millions of dollars) 


Fiscal year ended March 31 
Ou Age Securrry Funp 


1962 
1958 1959 1960 1961 (estimated) 

Tax receipts— 

Sales tax ees pat attri te ae ria ee dk at 175.8 173.6 270.0 270.2 290.0 

Personal*moome tax. tthe se ee eee ee 135.0 146.4 185.6 229.4 259.0 

Corporation: income taxs.m.4-ceete: ae ee. 60.7 5523 91.3 103.5 100.0 

: ‘otal taxreceipts! o: 242 i.h sae Sc1.6 Byliyee! 546.9 603.1 649.0 
Pension payments hs. een denies eine —473.9 —559.3 —574.9 —592.4 — 625.0 
Excess of receipts over payments................ —102.4 —184.0 —28.0 10.7 24.0 
Temporary loans brought forward............... —1.5 — 28.0 —17.3 
Appropriation by Parliament— 

Charged to budgetary expenditures.......... 103.9 184.0 
Temporary loans from the Minister of Finance to 

COVer. deficitiin, find Aeteeeess dee ee 28.0 17.3 


Balance:in find)..." s. 0 eet ee 6.7 
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A distribution by provinces of pension payments from the old age security 
fund for the last two years is shown in the following table: 


TABLE 46 


(in millions of dollars) 


Fiscal year ended March 31 


Increase 
Oupv Acs Security PayMENTsS 1962 or 
(estimated) 1961 decrease (—) 

a eR ee 
Nesioundlan diss: .). fs Hee MA RAMBO. cook toss sock tron dnt 12.0 11.4 0.6 
IN OV ERO CO Ul eiy Oa CRE es oN ess sO eran csc cits 28.9 27.6 1.3 
Prince Edward Island 5.2 4.9 0.3 
INGW DEUDS WIG ©... Moen Sete, ar mene aa deer ane. PALS 20.4 0.9 
Ae SR: ARE or ie ace MieaE tach. 5 Saab entear: 131.4 124.3 Gal 
Oibarioe: ae ache oar 226.0 214.6 11.4 
Manitoba....... 38.1 36.1 2.0 
Saskatchewan... 39.6 37.6 2.0 
PD CL Ue tee OPA ts RS ik ee SEE EE ee ae 42.3 39.7 2.6 
British Columbia 79.7 75.4 4.3 
Northwest and Yukon Territories.............-ecsecceecces 0.5 0.4 0.1 

625.0 592.4 32.6 


Undisbursed balances of appropriations to special accounts 

This category records the undisbursed balances of appropriations to special 
accounts for which moneys have been appropriated by Parliament and from 
which disbursements may be made for authorized purposes in periods subsequent 
to that in which the appropriation was made. There was an increase of $4 
million during the fiscal year bringing the balance as at March 31, 1962 to $109 
million. 


TABLE 47 


(in millions of dollars) 


Balance at March 31 


UNDISBURSED BALANCES OF APPROPRIATIONS eka 
to SpreciaL ACCOUNTS 1962 nae petite 
(estimated ) 
et SE See eae ek tte. 

Colombo plan fund...........ccseeseeeer cect ence eceeeneeee ine ee Ae 
National capital fund..........+seeeeeeeeee sees cree eet e teens 7 ae pee 
Railway grade crossing fund..........-+-sseseereeeeeereeees oe ae : 
COBEN Msi ston ace a eichsven ex cra /acabave-or ave Weiels otorepeketors dust narensee yen atecenayetonseess i, i 

108.5 104.5 4.0 


The increase of $8 million in the Colombo plan fund resulted from a credit 
thereto of $50 million, the offsetting debit being to budgetary expenditures, and 
charges of $42 million to cover disbursements. 


The railway grade crossing fund showed a decrease of approximately $4 
million during the year representing disbursements of $14 million from the fund 
less an amount of $10 million credited thereto and charged to expenditures. 
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Deferred credits 


This category records amounts due the government in respect of which 
payment has been deferred. These are contra accounts to corresponding items 
under the following asset categories: “‘Cash in blocked currencies’, “Loans to, 
and investments in, Crown corporations”, ‘Loans to national governments” 
and “Other loans and investments’’. 


TABLE 48 


(in millions of dollars) 


Balance at March 31 


Increase 
DEFERRED CREDITS = or 
1962 1961 decrease (—) 
(estimated) 
Agreements onsale ol ©Crown ASSCUSs me ipiceeeleet ttt: 8.7 9.9 —1.2 
CrowmAssets Disposal Corporationes-c.o): cease ona 6.0 4.9 j wees 
Deferred interest— 
The St. Lawrence Seaway Authority..................- 19.4 19.4 
United Kingdom Financial Agreement Act, 1946........ 44.2 44.2 
OCHS ie ae cree ere ee cca. ce a Bore iemaitaze elisha a) 0.6 —0.6 
78.3 79.0 —0.7 


@) Less than $50,000. 


Balances receivable under agreements of sale of Crown assets are set up as 
contra accounts to corresponding items under ‘‘Other loans and investments’. 
During the year receipts amounted to $1 million on outstanding agreements. 


The government’s equity in the agency account of Crown Assets Disposal 
Corporation is a contra account to a corresponding item under “Other loans and 
investments’. This equity increased by $1 million during the year. 


There was no change during the year in deferred interest of $44 million on 
loans made under the United Kingdom Financial Agreement Act, 1946, and of 
$19 million on loans made to The St. Lawrence Seaway Authority. These are 
contra accounts to corresponding items under ‘“‘Loans to national governments” 
and ‘‘Loans to, and investments in, Crown corporations”’ respectively. 


Suspense accounts 
These consist of balances where some uncertainty as to disposition exists. 


TABLE 49 


(in millions of dollars) 


Balance at March 31 


Increase 
SusPENSE ACCOUNTS — or 
1962 decrease (—) 
(estimated) 1961 
Replacement of materiel, sec. 11, National Defence Act..... 1.6 4.6 —3.0 
Unclaimed cheques’: ars eso. ee ee ee 1.5 1.4 0.1 
Others: 3 phew sedate . Sk A oss ed. eee 3.0 2.6 0.4 
6.1 8.6 —2.5 
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The replacement of materiel account, established by section 11 of the 
National Defence Act, is credited with amounts realized from the sale of materiel 
that has not been declared surplus to requirements but has been authorized by 
the Governor in Council to be sold to other countries. The account is debited 
with disbursements representing amounts paid for the procurement of replacement 
materiel. During 1961-62 disbursements exceeded credits by $3 million. 


The unclaimed cheques account is credited with the amount of treasury 
cheques (except those drawn on asset and liability accounts) which remain un- 


coaeered for certain specified periods subsequent to date of issue, pending claims 
therefor. 


Unmatured debt 


The unmatured debt of Canada as at March 31, 1962 amounted to $16,925 
million as compared with $16,068 million at March 31, 1961. The increase of 
$857 million applied to debt payable in Canada. 


TABLE 50 


(in millions of dollars) 


Balance at March 31 


Increase 
UNMATURED Dest rr i or 
1962 ecrease (—) 
(estimated) 1961 
Payable in Canada— 
@anad asavings WONUSe meson oe te ee ere Leas 4,044.0 OF O00n0: 488.5 
Marketable: bonds*.|..2%:. Be aetes sob een ©. peak 10, 812.8 10, 447.2 365.6 
Non-marketable bonds (Unemployment Insurance Com- 
TNISSION) sc osseeuaiese suis 4-0 0 nereeee ieroas. <1 ee CR OTT: 53.0 53.0 
14,909.8 14,002.7 907.1 
A Grgers¥ <1) baad oy ll (Pe ED REE PAIR ne Cresco ona oan te 1,885.0 1,935.0 —650.0 
16, 794.8 RORY eT 857.1 
Payable in Lond ons s ss 6:5 1.0 «ice cccv't ore Rene ey ee eRe aes 32.0 32.0 
Pavable in New. YOK oisteojo: worries serene eer xterra 98.2 98.2 
16, 925.0 16,067.9 857.1 


The details of the various loan issues, redemptions and conversions resulting 
in the net increase are described more fully in section 6, ““The Public Debt’’. 


In the year under review, unmatured debt obligations payable in London 
are stated in Canadian dollars converted at the rate of $2.80 for the pound 
sterling and that payable in New York at par for the U.S. dollar. 


B. CuHances IN Principat Asset CriassiricaTions Durine 1961-62 


The total assets increased by $473 million during 1961-62. The principal 
changes were increases of $436 million in current assets and $368 million in 
loans to, and investments in, Crown corporations and decreases of $241 million 
in advances to the exchange fund account, $48 million in other loans and invest- 
ments, $38 million in loans to national governments and $6 million in deferrred 


charges. 
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TOTAL ASSETS 
Fiscal Years Ended March 31 
Billions of Dollars 


10 Aiiaies OTHER ASSETS 10 


OTHER LOANS AND INVESTMENTS 


| SS 
WSS 2x BS YS ean Ke KKK LOANE Ie CANADIAN NATIONAL 
PE 


LOANS TO CENTRAL MORTGAGE 5 
AND HOUSING CORPORATION 


: )DTCT—CHoW«(. CW YS 
_ sovances ro cnr ro 


Ses LIF ok hha me mm me YS ~ 
ae ee ee 
b $ 3 oe SS pieces oe SOREN Boose Sel LOANS TO NATIONAL GOVERNMENTS 
bo me cleats Sie Sos s Peorcensenatnce ne Se ks See ne AND INTERNATIONAL ORGANIZATIONS 
Lo) ssenseensesenesrerne es eeorssenooonen etoroneoresenes peomeomonner estates 0 
1958 1959 1960 1961 1962 * 1962* 


* Estimated 


Current assets 


Total current assets at the close of the 1961-62 fiscal year amounted to 
$1,220 million, an increase of $436 million from the balance of $784 million at 
the close of 1960-61. This increase was due mainly to increases of $401 million 
in cash in current and special deposits and $54 million in departmental working 
capital advances and revolving funds (including increases of $39 million in the 
agricultural commodities stabilization account and $18 million in the defence 
production revolving fund) offset in part by a decrease of $24 million in the 
securities investment account. 

TABLE 51 
(in millions of dollars) 


Balance at March 31 Treveaae 
CURRENT ASSETS 1969 or 
(estimated) 1961 decrease (—) 

Cashin current and special deposits..secac s+ ss% sos seo arson 762.0 360.7 401.3 

Cash in hands of collectors and in transit.................05. 130.6 126.1 4.5 
Departmental working capital advances and revolving funds- 

Agricultural commodities stabilization account.......... 128.7 90.2 38.5 

Defence production revolving fund..................0... 33.2 15.7 17.5 
Miscellaneous departmental imprest and advance ac- 

COUNES 54 ge Ete oe ee Peas ent eee cee oe Ss 28.0 25.4 2.6 

OpnerA ie emcee eras seta mn terrseitiae Gir sins Sie erent 34.7 39.8 —5.1 

224.6 nb beg! 68.6 

Securities Invessment ACCOUNUsia-ce src orcisole 4k Sain cai arooeiorsraee 77.5 101.5 —24.0 
Moneys received after March 31 but applicable to the current 

VOR naires Gia rises Te MTeoR selDiee eie cies aneiater times ate ae recieve ete 15.0 14.0 1.0 

Post Office—cash on hand and in transit................000. 10.8 11.0 —0.2 

1,220.5 784.4 436.1 


The decrease in the securities investment account was due to the cancellation 
of $320 million of the holdings therein of the government’s own issues, offset in 
part by the net result of other transactions in the account in the amount of 
$296 million. 
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_, it should also be noted that in accordance with the announcement by the 
Minister of Finance in the Budget Speech of June 20, 1961 a Purchase Fund was 
established to assist in the management of the public debt. During the fiscal 


year issues totalling $166 million were purchased and the securities cancelled 
prior to the fiscal year-end. 


Advances to the exchange fund account 


The balance of $1,783 million in the exchange fund account was $241 million 
less than the 1960-61 total of $2,024 million. 


Sinking fund held for retirement of unmatured debt 


The balance of $18 million in this category at March 31, 1961 was approxi- 
mately $1 million higher than the balance at the previous fiscal year-end. 


TABLE 52 


(in millions of dollars) 
ee ee ae, ee ee ey See ier | ee ae Ss eT ee ee 


. Balance at March 31 Tne 
Sinkine Funp Heup ror RerireMent ee a ee 8 fate 
or UnmatureD Dest Ganeen 1961 decetasenat) 


Sinking fund invested in— 


Newfoundland guaranteed stock, 1933/34-43/63, 3 per cent 12.8 12.8 
United Kingdom conversion stock, 1963, 43 per cent....... 5.0 4.2 0.8 
17.8 17.0 0.8 


Loans to, and investments in, Crown corporations 


An increase of $368 million in these, loans and investments during 1961-62 
brought the balance at March 31, 1962 to $3,995 million. 


TABLE 53 
(in millions of dollars) 


Balance at March 31 To eeaee 


LOANS TO, AND INVESTMENTS IN, CROWN CoRporRATIONS = |————--——-—-— eee r 
1962 1961 decrease (—) 
(estimated ) 
Atomic Energy of Canada Limited ......2...0..0s+s0sscuses 63.5 60.9 2.6 
Bani Of Canadas, oa .cisdica cao meme cere ae tlie tei eet sare 5.9 5.9 
Canadian Arsenals Limited...... swaene Vga tr 4auing amet oi ies) 7.5 
Canadian PS guage geo eae Re Pa eee oat ok ey! a i, 
Canadian Commercial Corporation...........0..eeece seer : ; 
Canadian National Railways.............. repentant 1,164.2 1,087.8 76.4 
Canadian National (West Indies) Steamships Limited Bret - 16 1.6 
Canadian Overseas Telecommunication Corporation......... 34.4 hile ve el 
Central Mortgage and Housing Corporation............-.++. 1,708.7 1,510.7 198.0 
Eldorado Mining and Refining Limited pe One 8 sci accrues tira 8.2 8.2 
Export Credits Insurance Corporation..........++++.++- aoe 18.0 10.0 8.0 
Farm Credit Corporation........0..0.csescce ese eee rene cnnes 209.8 155.8 ee 
National Capital Commission........-+-++s+eeeeee eee cece 34.5 25,2 oo 
National Harbours Board....... Porercra sy. / couce scene re 179.4 172.8 i 
Northern Canada Power Commission........ Beacuc aco sotdn 45.2 40.0 1 
Northern Ontario Pipe Line Crown Corporation............. 120.8 Wad —2.9 
Polymer Corporation Leis eae Oy ee 30.0 0. 
ieee a ee ilaidile Cer a Bl 3G 330.5 320.5 10.0 
Deferred interest. .....ssce verte ses reeeceseecreerses alt oe ie Hi 
Trans-Canada Air Lines.........-+++sseesecererneterserness oe << ite 
Other Crown Corporation8.........0:ssees tere renee nen eees é 1 
3,995.3 3,627.7 367.6 


53819-9—9 
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Advances to Atomic Energy of Canada Limited, to be covered by obligations 
or shares of the company, were $64 million at March 31, 1962, an increase of ' 
$3 million during the year. 


During the fiscal year ended March 31, 1962, the government advanced to 
the Canadian National Railway Company $68 million for capital purposes and 
retirement of debt in the hands of the public. Of this amount $37 million was 
advanced under the Refunding Act, 1955, for the refunding of various trust 
certificates, $28 million for capital purposes and $3 million for the company’s 
purchase fund which is operated under the terms of Canadian National Railway 
Company bonds, guaranteed by the Government of Canada, issued on May 15, 
1959, December 15, 1959, January 1, 1960 and October 1, 1960. During the 
fiscal year $11 million was repaid by the company on current and prior years’ 
advances. 


In addition, to assist the company to finance further capital expenditure 
during the fiscal year, the government purchased $21 million of four per cent 
preferred stock of the company. This stock is issued under the authority of the 
Canadian National Railways Capital Revision Act, 1952, in an amount equal to 
three per cent of the gross revenue of the company. 


Also in the year ended March 31, 1962, the government provided the com- 
pany with temporary loans of $64 million in respect of its 1961 income deficit. 
This amount plus temporary loans of $2 million made on the same account in 
the previous fiscal year brought the total loans on account of the 1961 deficit to 
$66 million. It should be noted that the total 1961 deficit of $67 million, of which 
$66 million was covered by temporary loans by the government and the re- 
mainder paid from company funds, was charged to budgetary expenditure. 


TABLE 54 


(in millions of dollars) 


Fiscal year ended 
ADVANCES TO, AND REPAYMENTS BY, March 31 Increase 
THE CANADIAN NATIONAL RAILWAYS a 


or 
1962 decrease (—) 
(estimated) 1961 
Advances— 
Hor the relunding ot débpt.ceasan: aaa eae eee snc eee Vig) jal) 36.2 
Mor capital expendivuressh wes gr. feeder ee keeas ios 00 cee 28.4 102.6 —74.2 
For purchase fund............. PAE ed tous iien. roaster 2.8 4.0 —1.2 
For interim financing of income deficits................. 63.8 55.5 8.3 
182.2 16801 —380.9 
Repay ments— 
Advances for capital and refunding purposes............. —11.4 —225.1 213.7 
Advances for interim financing of income deficits....... —65.8 —75.0 9.2 
—77.2 —800.1 222.9 
Excess of advances over repayments or repayments over 
AAV an COBH ay tree ta ee Ae ice ae net eee es 55.0 —137.0 192.0 
Purchase of 4 per cent preferred stock (C.N.R. Capital 
Revision WA Glen Oba) ee tao. tater Le ee 21.4 20.5 0.9 


Net increase or decrease (—) during the fiscal year in the 
government’s _advances to, and investments in, the 
Canadian National’ Ratlways.,necse-. . sense sc esenee. 76.4 —116.5 192.9 
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In summary, the total amount made available to the company during the 
fiscal year was $153 million and repayments including the charge to budgetary 
expenditure were $77 million. The amount of advances to the company out- 
standing at March 31, 1962 increased by $76 million. 


At March 31, 1961, temporary loans of $5 million were outstanding to the 
Trans-Canada Air Lines in respect of its 1961 income deficit. During 1961-62 
further advances of $2 million were made for this purpose. The amount of $7 
million was repaid or credited during the year. However, the government 
made advances of $3 million on account of the air lines 1962 income deficit 
which is still outstanding. 


Loans during the year to Central Mortgage and Housing Corporation 
amounted to $246 million, of which $237 million was for direct loans by the 
corporation and $9 million in respect of loans for federal-provincial housing 
projects. Repayments were $48 million, of which $43 million was in respect of 
direct loans, $2 million in respect of loans for federal-provincial housing projects 
and $3 million in respect of loans for housing projects. The net increase of $198 
million for the year brought the total loans to $1,709 million at March 31, 1962. 


Loans to the Farm Credit Corporation amounted to $56 million and invest- 
ment in the capital of the corporation to $1 million during the year. Repayments 
by the corporation of $3 million brought the outstanding advances to $210 
million at March 31, 1962. 


Advances to The St. Lawrence Seaway Authority during the year amounted 
to $10 million bringing the total loans to $331 million. In addition, deferred 
interest on these loans was $19 million at the year-end, unchanged from the 
total at March 31, 1961. A contra item for this deferred interest is included in 
the liability catagory ‘“‘Deferred credits’. 


It should also be noted that in accordance with Order-in-Council P.C. 
1961-1863 dated December 29, 1961, interest of $14 million payable on December 
31, 1961 by The St. Lawrence Seaway Authority, as well as interest payable on 
December 31, 1962, has been deferred until December 31, 1963. On December 31, 
1963 the total amount of interest so deferred together with the interest payable 
December 31, 1963, will be computed as a single sum and is to be repaid in equal 
annual instalments calculated by amortizing the said sum, including interest at 
rates determined by the Minister of Iinance, over a period of forty-six years. 


Other changes in this category include increases of $9 million in loans to the 
National Capital Commission, $8 million in loans to the Export Credits Insurance 
Corporation, $7 million in loans to the National Harbours Board, $5 million in 
loans to the Northern Canada Power Commission, $3 million in loans to the 
Canadian Overseas Telecommunication Corporation and a decrease of $3 million 
in loans to the Northern Ontario Pipe Line Crown Corporation. 


Loans to national governments 
These loans decreased by $38 million during the year leaving a balance of 
$1,340 million at March 31, 1962. 


United Kingdom government repaid $17 million of the $1,185 million 
loan mee ie ee the $1,250 million credit authorized by the United Kingdom 
Financial Agreement Act, 1946, reducing the principal to $1,030 million at Mareh 


31, 1962. 
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TABLE 55 


(in millions of dollars) 


Balance at March 31 


Increase 
Loans To NATIONAL GOVERNMENTS ——-— or 
1962 1961 decrease (—) 
(estimated) 
Loans to United Kingdom— 
The United Kingdom Financial Agreement Act, 1946... 1,030.3 1,047.4 —17.1 
Walerread WWlerestin. 2 ae ccacea ce tote «ere eine fara siete erent 44.2 44.2 
1,074.5 1,091.6 —17.1 
Loans under the Export Credits Insurance Act, Part II— 
PCNA TN rg a's BScwrapa gs Necoga tas ad athe hates ean Teketekee te ee pel care cde 34.6 36.9 —2.3 
| ON A= yey i el ek npr nb Retriever Aevchcte conta nowt the Ox 133.9 142.3 —8.4 
GhenNethertandse sister. Pea a ed ov ee neler aires 68.9 73.4 —4.5 
287.4 252.6 —16.2 
Special loans to Colombo plan countries to finance the pur- 
chase of wheat and flour from Canada— 
GM ION A ctercvte dacs ¢ n1al o's Cle NES ice Ree eet eters tele net ai 2.0 —0.3 
TOMA. .« Larclpa clans leeenin oblast ners 24.8 29.5 —4.7 
26.6 $1.6 —65.0 
Miscellaneous loans and advaneces— 
France—interim credit—consolidated interest........... 1.3 1.4 —0.1 
The Netherlunds—military relief and currency credits 
SOUT GMIENG so -.e caccisicid Eo RE Ree Dera eerie mnie aT 0.6 —0.6 
(QI sla ihe Benwla vase Spies Paes Stat Mente ia wh Soeied a tae cararaeetts 0.1 0.5 —0.4 
ise 2.6 —1.1 
1,339.8 1,378.2 —38.4 


Advances under Part IT of the Export Credits Insurance Act to Belgium, 
l'rance and The Netherlands to assist them in purchasing goods in Canada have 
been reduced by repayments of $15 million during the year leaving a balance of 
$237 million outstanding. 


Special loans to Colombo plan countries to finance the purchase of wheat 
and flour from Canada amounted to $27 million at March 31, 1962, $5 million 
less than at March 31, 1961. 


Other loans and investments 


The balance in this category was $975 million at March 31, 1962, a decrease 
of $48 million during the fiscal year 1961-62. 


Canada’s subscriptions to the capital of international organizations in- 
creased by $29 million during the year due mainly to a further subscription of 
$8 million to the international development association and revaluation adjust- 


a of $19 million in the Canadian dollar balance in the international monetary 
und. 


Loans to provincial governments decreased by $8 million. The balance at 
March 31, 1961 of $1 million for overpayments to provinces arising out of the 
1952 tax rental agreements was settled during the year. 


The Veterans Land Act advances account less the reserve for conditional 
benefits increased by $12 million. 


Miscellaneous loans and investments were $81 million lower than the total 
for the previous year, more than accounted for by the repayment of $67 million 
by the Unemployment Insurance Commission and the repayment of $17 million 
of temporary loans in respect of the old age security fund. 
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TABLE 56 


(in millions of dollars) 


et ee ee ee ee See ee eee ees ee 


OrHer Loans anp INVESTMENTS 
Sa a ee ee ed 


Subscriptions to capital of, working capital advances and 
loans to, international organizations— 
Canada’s subscription to capital of— 
dateenational bank for reconstruction and develop- 
men 


Loans to provincial governments— 
Alberta 


SOAS TAGS) S16) Wie [0 wi: 6 10 2) 0) & 16. 9100. 0.10 0 0/6000 6010's) 0 ee. save) is wd mys a 


Overpayments to provinces arising out of 1952 tax rental 
APT CCI CHGS rice races ext, desi veatern anion ere cat MELO Ie eT 


Veterans Land Act advances...............cccesvecccceceees 
Less reserve for conditional benefits— 
VeteransvbandiActe19405 os... eeiee oan erie 


Miscellaneous— 

Assisted poe scheme (section 69, Immigration Act, 
O52) idee ip-s 0st an's Oe I eset er RO OTe 
Balances receivable under agreements of sale of Crown 
ASSOUS Sb: o- sce sre ae aice Suat ova, soley atlas rosa: aye clays coreletstedsers ometetere 

City of Montreal— 
At Water GUMTEl!. .i..c% «os sperorctes otelurorty cket cketeteisren env aRve rae 
Sto.Remitunnel en c.. .cchternals aceon eee eka ee 
Construction of dock and rail facilities for Steep Rock 
Tron’Mines' Limited | .ctqcemeie eas reer tere ae 
Crown Assets Disposal Corporation—Government equity 
in agency account...... aA fovatarone arson ct oRens nee tte eee omen: 
Dominion Goal Company Limited:....a01-1as8e ene ee 
Hamilton Harbour Commissioners...............++0.- 
Housing projects for Canadian forces.................4.. 
Land development of the Cornwall Navigation System. 
Municipal Improvements Assistance Act, 1938........... 
New Westminster Harbour Commission................ 
Northwest (Territories. .csel- cen wae + aces aeteeemen Mee ee 
Old age security fund—temporary loans...............-. 
Town of Oromocto, New Brunswick....... 1a eee hlere eee 
Town of Oromocto Development Corporation........... 
Unemployment Insurance Commission.............-++++ 
Viulkom Dermtory.sicas. ots. coceoo anmiscr aa vein coe annette 
COV he REN FO te ci Pol ir) 


Balance at March 31 


Increase 
a} A Soa Gre Oreteyet, Wea G 
1962 decrease (—) 
(estimated) 1961 
76.5 (oan Pa 
16.4 8.5 7.9 
Bn BRD 
562.7 543.7 19.0 
1.4 128 —0.4 
660.6 631.2 29.8 
7.6 8.0 —0.4 
14.7 15.5 —0.8 
12.8 13.2 —0,4 
19.5 22.9 —3.4 
21.70 24.2 —2.5 
76.8 88.8 —7.6 
1.0 —1.0 
209.0 199.6 9.4 
—30.6 —33.5 2.9 
178.4 166.1 12.3 
256 3.4 —0.8 
10.6 Pad —1.5 
2.0 2.0 
el 122: —0.1 
1.6 1.8 —0.2 
6.0 4.9 1-1 
5.7 ian 
1.3 0.9 0.4 
6.8 4.6 2.2 
ETE sft 
1.5 1.6 —0.1 
2.3 2.3 
OI 0.7 1.4 
1768 -17.3 
4.0 4.2 —0.2 
1.0 1.0 
67.0 —67.0 
3.6 rea) 1.4 
5.4 5.4 
59.8 140.0 —80.7 
974.5 1,022.1 —47.6 


Securities held in trust 


This category records the security holdings of various deposit and trust, and 
annuity, insurance and pension accounts. Bonds and certified cheques held in 
connection with contractors’ securities included in the deposit and trust category 
are also recorded under this heading. The balance at March 31, 1962 amounted 
to $31 million, $1 million higher than the previous year-end balance. 
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Deferred charges 


This category consists of the unamortized portions of actuarial deficiencies 
in the Canadian forces superannuation account, the public service superannuation 
account, the Royal Canadian Mounted Police superannuation account, and the 
outstanding balance of unamortized loan flotation costs. There was a decrease of 
$6 million in this category during the year, bringing the balance at March 31, 
1962 to $727 million. 


Unamortized portions of actuarial deficiencies 

This category records the unamortized portions of the actuarial deficiencies 
in the public service, the Canadian forces, and the Royal Canadian Mounted 
Police superannuation accounts which have been set up as deferred charges to 
be written off to budgetary expenditure upon parliamentary approval. 

The deficiencies in the public service superannuation account, the Canadian 
forces superannuation account and the Royal Canadian Mounted Police super- 
annuation account are based on actuarial valuations made as at December 31, 
1957, March 31, 1958 and December 31, 1961, respectively. 


Unamortized loan flotation costs 


This account records the residual balances of discounts, commissions, 
redemption bonuses and conversion premiums on loan flotations that have not 


TABLE 57 


(in millions of dollars) 


Fiscal year ended March 81 


UNAMORTIZED LOAN FLoTaTION Costs 


1962 
(estimated) at 
Balance of account at beginning of fiscal year................ceeeeccees 130.7 ‘151.0 
New flotation costs to be amortized— 
53% loan issued Oct. 1, 1959, maturing Oct. 1, 1975...............6. 1.4 
4% loan issued Feb. 1, 1961, maturing May 1, 1964................. Pail 
32% loan issued March 15, 1961, maturing Dec. 15, 1962............ 2.6 
3% loan issued May 1, 1961, maturing May 1, 1962................. 1.6 
3% loan issued Aug. 1, 1961, maturing Aug. 1, 1962..........0.2005 ied 
4% loan issued Aug. 1, 1961, maturing Dec. 1, 1964................. 2.8 
43% loan issued Sept. 15, 1961, maturing Dec. 15, 1966............. 1.4 
22% loan issued Dec. 1, 1961, maturing June 1, 1963................ 2.0 
34% loan issued Dec. 1, 1961, maturing Oct. 1, 1964................ 3.4 
47% loan issued Dec. 1, 1961, maturing June 1, 1967................ 0.5 
22% loan issued Jan. 15, 1962, maturing April 1, 1963............... 2.6 
47% loan issued Jan. 15, 1962, maturing Jan. 15, 1968............... O25 
Treasury bills discount............... , ne Oe eo 9.5 11.3 
Canada savings bonds—adjustment of previous issues.............. 0.6 0.7 
Canada savings bonds—new iSSue. .........2.seccceccccsesccvesees 9.0 ded 
53% loan issued April 1, 1960, maturing April 1, 1963............... 0.7 
53% loan issued April 1, 1960, maturing April 1, 1969............... 2.3 
44% loan issued June 1, 1960, maturing Dec. 1, 1962................ 0.1 
3% loan issued Dec. 15, 1960, maturing June 15, 1962............... 3.4 
4% loan issued Dec. 15, 1960, maturing Dec. 15, 1963............... 3.4 
4% loan issued Feb. 1, 1961, maturing May 1, 1964................. 3.7 
33% loan issued Mar. 15, 1961, maturing Dec. 15, 1962.............. LZ 
41.1 84.0 
Less— 
Amortization applicable to fiscal year— 
anada savings bonds and general loans...................008. —33.6 —38.9 
Discount on treasury bills charged to interest on public debt...| —11.3 —15.4 
Adjustments re cancellations of securities...............0eceeeeeess —6.0 
—650.9 —54.8 
Decrease: (—) during thejyearkircs oe ls. ae aeeae eee cae —9.8 —20.3 


Balance of account at end of fiscal year..................0eeecereececes 120.9 130.7 
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been charged to budgetary expenditure. The balance at March dl, 1962 


totalled $121 million, a decrease of $10 million from the previous year-end 
balance. 


Cost of new loans issued during 1961-62 and charged to the account 
amounted to $41 million, of which $10 was in respect of treasury bill discounts 
which will be charged to interest on public debt in 1962-63. Credits to the 
account were $51 million of which $34 million was a charge to the budgetary 
expenditure item ‘“‘Annual amortization costs’’, $11 million, representing discount 
on treasury bills sold in 1960-61, was a charge to the budgetary item “Interest 
on public debt” and $6 million was an adjustment due to cancellation of un- 
matured loans prior to their maturity date. 


Suspense accounts 


The only item in this category is the cheque adjustment suspense account 
which reflects unadjusted balances resulting from the reconciliation of payments 
for redemption of paid cheques with the amount of those cheques as subsequently 
determined in adjustment of the outstanding cheque account. 


Capital assets 


Assets of the government such as land, buildings, works and equipment, etc., 
that are charged to budgetary expenditure at the time of acquisition or construc- 
tion, are included in this category and are shown on the statement of assets and 
liabilities at a nominal value of $1. 


Inactive loans and investments 

Loans and investments which are not currently revenue-producing or 
realizable are recorded in this category. Included are the loan of $49 million 
to China under the Export Credits Insurance Act, loans of $24 million and 
$7 million made to Roumania and Greece in 1919-20 and 1920-21 and advances 
of $15 million in respect of the implementation of guarantees (Ming Sung 
Industrial Company Limited). 


Reserve for losses on realization of assets 


There is no change in this reserve during the year, the balance at March 31, 
1962 being $546 million, unchanged from the end of the previous year. 


C. IncREASE IN Net DEBT 


The deficit for the fiscal year of $791 million resulted in a corresponding 
increase in the net debt of Canada which at March 31, 1962, was $13,229 million. 
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5. THE CASH POSITION 


The government’s cash position is affected not only by the budgetary 
transactions but also by changes in the government’s outstanding unmatured 
debt and by other non-budgetary transactions. In 1961—62 there was an increase 
of $401 million in the government’s bank balances. This increase is the result 
of the budgetary deficit of $791 million, being more than offset by an increase 
of $880 million in outstanding unmatured debt (after taking into account 
transactions in the purchase fund, securities investment and sinking fund 
accounts) and the net receipts of $312 million from other non-budgetary trans- 
actions. It should be noted that in accordance with the announcement by 
the Minister of Finance in the Budget Speech of June 20, 1961 a Purchase Fund 
was established to assist in the management of the public debt. During the 
fiscal year issues totalling $166 million were purchased and the securities 
subsequently cancelled. 


Non-budgetary receipts and disbursements relate to transactions which 
result in increases or decreases in the government’s assets and liabilities and do 
not appear in what might be called the government’s income account for the 
fiscal year nor do they enter into the calculation of the annual budgetary surplus 
or deficit. However, in considering the full scope of the government’s financial 
operations and in measuring their effect on the government’s cash position and 
their impact on the economy, non-budgetary as well as budgetary transactions 
must be taken into account. 

TABLE 58 
(in millions of dollars) 


Fiscal year ended March 31 
CHANGES IN CASH PosiTION a= 


1962 
(estimated) 1961 
Budgetary transactions— 
FRE VED UGS 6 ees 0 cocs teats eaSapatucle isin: sho tae olnas ot ERIN ot 5,772.0 5,617.7 
UXO aWUre geste cotter sasensie taste ooo eiva ties tates as ae eee eee —6,563.4 —5,958.1 
Budgeraty Geneln (= )\ioaces.ces « lst eae. 7 eee eae —790.4 —340.4 
Non-budgetary transactions (excluding unmatured debt transactions) 
(net)— 
Receipts and credits;.c..ctises oe, seen SE Se OEY Srey tic 804.5 398.5 
Dishunsements and chargesss5...2 0 .ce) ns cree omer acre meee ee —492.1 —351.9 
Net amount received from non-budgetary transactions (excluding 
inmatired«debpitiransactionay: 1.0. veacens ce oe ieee eee 312.4 46.6 
Overall cash requirement (—) to be financed by increase in debt or 
decrease in‘cash balances: ©. 5 6. 224025505. 22 eee eee ee —479.0 —293.8 
Net atti see unmatured debt outstanding in the hands of the 
public— 
Unmatured debt— 
BOnG Sancta ech crore re ee Te, ole ae Re tee a 907.1 367.8 
Tressirys Dulles. seule ase ec ces wate crit ee er ie rar or er eee —50.0 —190.0 
PEecurivies ii yeshment ACGOUNL,.;c5. ea ene Senses oe. ceeeoeeaee 24.0 —23.6 
pune o fic sc apaee,& haces ere Oot ee Teed te ce Alene ae —0.8 68.3 
880.3 222.5 
Net increase or decrease (—) in Receiver General bank balances... 401.3 —71.3 


The increases or decreases in the government’s assets and liabilities have 
been described in detail in the section entitled “Statement of Assets and 
Liabilities of Canada’”’. On the assets side the non-budgetary transactions 
consist, for the most part, of loans and advances to, and repayments by, Crown 
corporations and other government agencies and funds (including the old age 
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security fund), national, provincial and municipal governments, international 
organizations, veterans and other borrowers. On the liabilities side they relate 
mainly to receipts and payments in connection with the many deposit and 
trust accounts, and annuity, insurance and pension funds held or administered 
by the government. 


The preceding table summarizes both the budgetary and non-budgetary 
transactions for 1961-62 and indicates how they affected the government’s 
cash position. For purposes of comparison the corresponding figures for 1960-61 
are also shown. 


As the table shows, non-budgetary receipts and credits for 1961-62 (exclud- 
ing unmatured debt transactions) totalled $804 million while non-budgetary 
disbursements and charges (also excluding unmatured debt transactions) were 
$492 million, resulting in a net receipt of $312 million. As the budgetary deficit 
was $791 million, $479 million required financing by an increase in unmatured 
debt or a decrease in cash balances. In 1960-61 there was a net receipt of $46 
million from non-budgetary transactions and a budgetary deficit of $340 million 
resulting in $294 million having to be financed by an increase in unmatured 
debt or a decrease in cash balances. 


Non-budgetary receipts and credits 


Non-budgetary receipts and credits, as already indicated, amounted to 
$804 million in 1961-62 as shown in the following table: 


TABLE 59 
(in millions of dollars) 


Fiscal year ended March 31 
Non-BupGetary REcrIPTs AND CREDITS 


1962 
(estimated ) 1961 
Repayments of loans, investments and working capital advances (net )— 
xchange fund accounts. cambiar eee ee Oe es eee 241.0 — 64.0 
Northern Ontario Pipe Line Crown Corporation.......+........... 2.9 —2.2 
nitedtiKane-d om (946) loam) sane ee ee eo ieee eee enero veel 16.7 
Special loans to India and Ceylon (re purchase of wheat from ad th 
Oanada)? cnse nh ee ec eee eerie ee : : 
Other eae governments (Export Credits Insurance Act)....... 15R2 Von 
Oldragre security funds .s- cs eee eee oes were emer ci eteets dee 10.7 
Provincial soverniments.asnsce ole cee shee een, iets eee eee 8.5 5.6 
Unenaployment insurance tung Se ras ted ere eter aire 67.0 — 67.0 
(Oy c¥ =) ne ne rn ni, mcd nh ahah Fath cae oS 1 Shee oe ont 9.9 7.8 
383.9 |————-__ —78.7 


Net government annuities account receipts— 


Premium receipts less payments to beneficiaries................... —9.0 —2.4 
Interest paid by ZOVerNUMenb. nse ct ce nett tetera etertter 46.0 2a 44.6 a, 
i ance and pension accounts receipts— 7 
Bee loves contributions less payments to beneficiaries............. 37.8 30.3 
Government contributions..... eke Mice rT bf Bae. ane 107.6 88.7 
Actuarial deficiency in the public service superannuation account... 1ST: 
Actuarial deficiency in the Royal Canadian Mounted Police super- 
AMMUIATION ACCOULL, pcre oie cle « she. sia, etree ae. oy ola Ose -Lelecal a etevohete asa aa 
Interest paid by government........-++++eeeeeeee teeter eee es ae < 
Old age security fund.......-- 01s esse cece ete eter eee teen ee eees Lae Orr 
Net decrease in unamortized loan flotation COSTS... . se eee cece seen eens see ae 
Net increase in current and demand liabilities....... bb ebb «gem cine ghee e a 
Net increase in uninvested portion of unemployment insurance fund .... a. pe 
Net increase in deposit and trust accounts. .........+sseeeeeee eee eres pie oy 
Net receipts from sundry other accounts........+0+sseeeee esse sees eens , . 
804.5 398.5 
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Non-budgetary disbursements and charges 


Non-budgetary disbursements and charges totalled $492 million in 1961-62 
as shown in the following table: 


TABLE 60 


(in millions of dollars) 


Fiscal year ended March 31 
Non-BupGETARY DISBURSEMENTS AND CHARGES 


1962 
(estimated) 1961 

Loans, investments and working capital advances (net)— 

Agricultural commodities stabilization account..................4. 38.5 —30.5 

Atomiedmnency on Canadasinmited ery ac:. comme de okie: tei 2.6 ils 

Canadian Broadcasting) Corporation jeer. ste nae cae esis esake ae ya) 

Canadian National (Railways. nos. ere ran ek es cf blatahe ater n err 76.4 —116.5 

Canadian Overseas Telecommunication Corporation............... 221 9.1 

Central Mortgage and Housing Corporation...............e0+ees0: 198.0 192.0 

Detence: production Revolve LUG apn sn cena ie orcineleuctereeieri ee etek one eo —5.0 

Exporti€redits Imesunance vA ct! (Sen IHA)) Sets se tiaas atic otdrere een ce iere 8.0 

Parnn Credits Gorporation acne dee on Ooty a csian aa een ere ate 54.0 40.1 

International organizations (subscriptions to capital)............... 29.7 26.3 

Nationals GapitaleC OMT SSlOU aa rae ever estecs seoteciets ta attra ocean cael cae 9.3 7.4 

National Harbours Board .y.ae sree cima cite hPa ce ene 6.6 11.4 

Northern: Canada, Power Comumissions.ca. o.riccd ae + eee cee eres 5.2 5.4 

The St. Lawrence Seaway Aue OOrily ee «cys ie vis as Gioia alee icclee uae 10.0 24.0 

Veterans land #Atct.advanceswarss tt a acie mnt one eae tien nee 123 14.5 

Oper HS Re eG canons os Ghee oe CORE En Le AEE Se a4 ‘bere 16.2 

478.0 198.9 

Net disbursements from special defence account.............e.eeeeeeee 3.0 —1.0 
Net increase of cash in hands of collectors and in transit................ 4.5 —7.3 
Unamortized portion of actuarial deficiency in the public service super- 

BNUMEIONACEOUMh 7. MeRRe ae a Eel cte reticence ee eae ahi iiss ae oe W377 
Unamortized portion of actuarial deficiency in the Royal Canadian 

Mounted Police superannuation account................eseeecceeces 3.0 
Adjustment to net debt in respect of C.N.R. 1958 deficit............... (ie 
Otherrcoemerres ler 058 es OSES VN e Dee CT eee 5 Joa 16.1 

492.1 351.9 

Summary 


In summary, as budgetary and non-budgetary transactions required financing 
in the amount of $479 million, and unmatured debt outstanding in the hands of 
the public (after taking into account transactions in the purchase fund, securities 
investment and sinking fund accounts) increased by $880 million, cash balances 
on deposit with the banks increased by $401 million. 
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6. THE PUBLIC DEBT 
Gross and net debt 


The gross debt of Canada amounted to $22,867 million as at March 31, 
1962. Unmatured debt, including treasury bills, in the amount of $16,925 million 
accounted for approximately 74 per cent of the total. The remaining liabilities, 
consisting of current and demand liabilities, deposit and trust accounts, annuity, 
Insurance and pension accounts, undisbursed balances of appropriations to 
special accounts, deferred credits and sundry suspense accounts, aggregated 
$5,942 million or approximately 26 per cent of the total debt. 


The net debt of Canada was $13,229 million as at March 31, 1962, an increase 
of $791 million over the net debt at March 31, 1961. Total liabilities increased 
by $1,264 million to $22,867 million and net assets by $473 million to $9,638 
million at March 31, 1962. 


GROSS AND NET DEBT NET DEBT AS AT MARCH 31 
Billions of Dollars Billions of Dollars 
Fiscal Years Ended March 31 
235 25 5 i) 
GROSS DEBT —y 7 Ree 
POOOM 
Z Ls abeia RXSXx] oR 
Uffsywsre=—,JEeo—$-' RSosd BS 
ff ff WM hhhfy, Ro Kososed ko 
Yyff g Y lol Rees Bas eed 10 
Hpi —Y Sees BS ESS 
Hf Gyn) see Bas) Bee 
YH Vz Pe | Bed 
Sy Been BS] RS 
Vs Aft SOS arate | pe dt leap oe} 
Yy yyy) g cece Roe RS : 
Yip LIS nant : . : 
| fo | eee 
- KS 
eS : 
Bsr B SS 5 
ae Rod 
be x ¢ 
2 ee = 
SSG Xxx 
Pesesesesg tetas 
BSS 
Ok : 2 0 0 sesesesess SSO 0 
1958 59 60 6l 62* 1958 59 6I 


* Estimated 


TABLE 61 
SvaTEMENT oF Pustic Dest, UNMATURED Dest, Recorpep Net Assets AND Net Dest or CANADA 
(in millions of dollars) 


Gross Public Debt Less Increase 
————— —____—__————| recorded Net in net debt 
As at March 31 Unmatured| Other Total net debt during 
debt liabilities :: assets fiscal year 
AOR Ss eight ee 14, 245.1 4,173.4 18, 418.5 Up olane 11, 046.3 38.6 
ee ae: Mes: 15,574.1 | 4,675.8 | 20,249.9 | 8,571.5 | 11,678.4 632.1 
Ke rer 15,890.1 5,096.3 | 20,986.4 8,897.2 | 12/089.2 410.8 
ie de 16, 067.9 5,534.9 | 21/602.8 9,165.7 | 12,437.1 347.9 
1962 (estimated).........- 16,925.0 5,941.8 | 22,866.8 9,638.3 | 13,228.5 791.4 


Unmatured debt 

The total unmatured debt of Canada at March 31, 1962 totalled $16,925 
million, $857 million more than at the end of the previous fiscal year. The 
government’s holdings of its own securities were $95 million, comprised of 
$77 million in the securities investment account and $18 million in the sinking 
fund account. This was a decrease of $23 million over the comparable figure 
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at March 31, 1961 when holdings were $101 million in the securities investment 
account and $17 million in the sinking fund account. 

The decrease in the securities investment account was due to the cancellation 
of $320 million of the holdings therein of the government’s own issues, offset in 
part by the net result of other transactions in the account in the amount of 
$296 million. 

In accordance with the announcement by the Minister of Finance in the 
budget speech of June 20, 1961, a purchase fund was established during the fiscal 
year to assist in the management of the public debt. Purchases of securities were: 

$11 million 44 per cent bonds due September 1, 1972; 

$53 million 54 per cent bonds due October 1, 1975; 

$7 million 3} per cent bonds due June 1, 1976; 

$8 million 3? per cent bonds due January 15, 1978; 

$15 million 34 per cent bonds due October 1, 1979; 

$70 million 44 per cent bonds due September 1, 1983 and 

$2 million 32 per cent bonds due March 15, 1998. 


Of these securities, $61 million were cancelled in November, 1961 and the 
balance of $105 million cancelled prior to the fiscal year-end and unmatured 
debt reduced by similar amounts. 


Of the total unmatured debt, $16,795 million or more than 99 per cent was 
payable in Canada, $98 million in New York and $32 million in London. 


Summary of security issues and maturities, redemptions, conversions or cancellations 

During the year ended March 31, 1962 the government issued securities 
payable in Canada in the principal amount of $3,451 million (excluding the 
refunding of treasury bills which mature weekly) and redeemed, converted or 
cancelled issues payable in Canada in the amount of $2,594 million. 


TABLE 62 
(in millions of dollars) 


Fiscal year ended March 31 
Unmaturep Dresr TRANSACTIONS a 
1962 


(estimated) ast 
area 
Bal ancorarpeginuins Of VOALs «.+.<eige.«ie. « fketerwie.s0.o sialecsnala Sete os sieaks 0 tee 16, 068 15,890 
New issues— 
For cash— 
Canada savings bonds semes 145.0. garcrasyocue ts sl evelraeelsae seein ets 64 
@anads savings DOnGs Series Lb). twee cemdeaoeaoeryesin assess ones 67 851 
ANAC SAVINOS OONGS SeMGRAl Onn vere a Metco cater aus, sats aaisbousieiaceascule 989 
Marketable DOuadancet: teeta. ccmone sta ccs trues chore eros 1,350 200 
Non-marketable bonds (Unemployment Insurance Commission) 162 
f 2,568 1,116 
By renewals and conversions— 
Wearketa lon Oncds . tectiisw cals ecete cic tee tet ava, ad vara ate aad 883 1,416 
3,451 2,531 
Less— 
Matured marketable: Once were. +b «eis ees ds coc ahs «coded —498 —998 
Redeemed non-marketable bonds (Unemployment Insurance Com- 
TYAESSIOW!) cee rercacte eke: cis AIRS EEL el kes ak RARE SRG oS LR c Miss 0b ahd —109 
Conversions..... 5 IS AN ROE ns Le ER ee ae EE, ern —883 —497 
Canada savings bonds redeemed or matured............eeececeees —568 —496 
PDEA SUT UALS 1 eG) erated oreie re aetna tele uate nr nck selueeinveke ie tiviale ears —50 —190 
—2, 108 228,981 
Unmatured marketable bonds (purchased and cancelled).......... —486 —172 
—2,594 —2,353 
Increase mim abured! Ge Db mee. ctetae curtatdaie se ioerecieiseee wale coins vdicle e's < 857 178 


Balance atiend iol sear. sv ciiiselas cece cpugeites nets Oe Sls tie «where nests teas 16,925 16,068 


14] 


Net sales of Canada savings bonds 1961, series 16, as at March 31, 1962, 
totalled $989 million and additional sales of Canada savings bonds 1960, 
series 15, during the year were $67 million. Redemptions of Canada savings 
bonds series 6 to 15 totalled $568 million. The net increase during the year 
for all series was $488 million and the amount outstanding and unmatured for 
all series at March 31, 1962, $4,044 million. 


The amount of treasury bills outstanding at March 31, 1962 was $1,885 
million, consisting of $1,235 million in three-month bills and $650 million in 
six-month bills. The March 31, 1961 balance was $1,935 million, consisting 
of $1,235 million in three-month bills, $650 million in six-month bills and $50 
million in special 366-day bills. 


TABLE 63 


Dest Marurep, Repermep, ConvurtTep or CaNncetimp Durina THe Fiscat Year ENpEp 
Marca 31, 1962 (estimated) 


a a ee a ee ee a a a pe es a ee ee 


j 
Cancelled 
— Matured Redeemed Converted prior to Total 
| maturity 
One-year treasury bills........ 50,000, 000 50, 000, 006 
BA UCURVATSSON om OARS eee 200, 000, 000 100,000, 000 300, 900, 060 
BA JORGE. Sal) a Reena 245,059, 000 (525,000, 000 455, 000 770,514, 000 
BOO BUDA de Oo eoic clastic <cicwwet 53,473, 150 58,473, 150 
RA (IRISIEGHS 2 Cater Rie. eee (3) 90,000,000 90,000, 000 
BU BIO OO Oo Rein isiie case tee (9110, 000, 000 110, 000, 000 
PEMA ACEUAGS. on SO On DOBRO. 41,419, 000 41,419, 000 
Bao O A aay (ene ses 49, 165, 500 49,165, 500 
Ce tio INDI Sie os pose ae ae 33, 641, 500 33, 641, 500 
BE ah 48,728,500 48, 728, 500 
BE SCAU 5 oe 6 ee ane eR 51,870,000 51,870,000 
By GOSS AO neo odene no Gee omn 832, 500 832, 500 
APO MG i Rae sere oenee ss ei8ds o> * 79, 505, 000 79, 505, 000 
BSE I OS 71 cin Sa Ree 56, 580, 000 56, 580, 000 
ALO Bb DS = Sacer Rey a eae hese Ss 123, 619, 500 123, 619, 500 
EE Yes SGV 38 ach cec Ren re (5) 57,920,000 57, 920, 000 
54% 1960-63..... eae — (6) 226, 000 226,000 
Canada savings bonds S.6-15.. 567,500, 000 567, 600, 000 
32% non-marketable bonds 
(Unemployment Insurance 
Commission). 5... 26. 108, 500, 000 108, 500, 000 


ena op 676,000,000 | 883,146,000 | 485,816,500 | 2,593,404, 650 


() $50,000,000 exchanged for 3% loan due May 1, 1962; $50,000,000 exchanged for 4% loan due May 1. 


(2) $50,000,000 exchanged for 34% loan due December 15, 1962; $100,000,000 exchanged for 3% loan due 
Kees 1962; $10,000,000 eeranead for 4% loan due December 1, 1964; $75,000,000 exchanged for 
44% loan due December 15, 1966; $100,000,000 exchanged for 33% loan due October 1, 1964; $100,000,000 


exchanged for 44% loan due June 1, 1967. 
(2) $25,000,000 exchanged for 3% loan due August 1, 1962: $15,000,000 exchanged for 43% loan due 


December 15, 1966; and $50,000,000 exchanged for 4% loan due January 15, 1968. 

(4) $60,000,000 exchanged for 43% loan due December 15, 1966; and $50,000,000 exchanged for 44% loan 
due January 15, 1968. 

(®) Exchanged for 53% loan due October 1, 1975. 

(®) Exchanged for 53% loan due April 1, 1976 
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TABLE 64 


New Securities Issurp Durinc YeaR ENpED Marcu 31, 1962 (estimated) 


Price Yield at Renewals or 
+ to price to Total conversions A mou 
Description govern- | govern- el included in oa * 
ment ment Issue amount issued Ps eae 
$ $ $ 
Issued to general public— 
Marketable bonds— 
(Loan due Oct. 1, 1975, 53 27% ne ee 57,920, 000 57,920,000 
(Loan due April i. 1976, Bs UE 226, 000 226, 000 
“Loan due May 1, 1964, 4G, BAS 98 25 4.63 110, 000, 000 50, 600, 000 60, 000, 000 
Loan due Dec. 15, 1962, 34%....... 98.75 4.35 200, 000, 000 50, 000, 000 150, 000, 000 
(®)Loan due May 1, 1962, 3%......... 99.25 eit 190, 000, 000 50, 000, 000 140, 000, 000 
(6) Loan due Aug. i Gs CA aan aco. 99.75 3.29 225, 000, 000 25, 000, 000 200, 000, 000 
()Loan due Aug. 1, 1962, 8%......... 99.70 Basil 110, 000, 000 75,000, 000 35,000, 000 
™QLoan due Dec. B 1964s ao. oe acrersrer 99.00 4.32 240, 000, 000 100, 000, 000 140, 000, 000 
(8)Loan due Dec. 1906; 45 atsece ee 99.25 4.66 175, 000, 000 175, 000, 000 
Loan due June i "1963, D8 Tie «terest 99.00 3.44 175, 000, 000 175, 000, 000 
(*)Loan due Oct. ‘a LOGE OES. seca 98.80 3.70 250, 000, 000 100,000, 000 150, 000, 000 
(0 Loan due June 1, 1967, 44%........ 99.50 4.35 100, 000, 000 100, 000, 000 
Loan due April 1, 1963, 28%....... 99.15 3.47 150, 000, 000 150, 000, 000 
Loan due April 1, 1963, 22%........ 99.15 3.56 150, 000, 000 150,000, 000 
@) Loan due Jan. 15, 1968, 44%....... 99.50 4.35 100, 000, 000 100, 000, 000 


Non-marketable bonds— 
Unemployment Insurance Com- 
IIBSION ions errata Tsent 100.00 3.75 161, 500, 000 161, 500, 000 


Canada savings bonds— 
Nov. 1, 1960—Nov. 1, 1970, 4-5%, 


BERICS lO Bar. ys cetesers Sod ee 99.00 67,000, 000 67,000, 000 
Nov. 1, 1961—Nov. 1, 1971, 44-5% 
Bentes/ 16 (et) ...sesaccsee ee heeee 98.75 988, 958, 000 988, 958, 000 


3,450,604,000 | 883,146,000 | 2,567,458, 000 


(In exchange for 54% loan due Oct. 1, 1962. 

()In exchange for 54% loan due April 1, 1963. 

(3)$50,000,000 in exchange for 3% loan due May 1, 1961. 

(4) $50,000,000 in exchange for 30, loan due Dee. 1, 1961. 

(5) $50,000,000 in exchange for 3% loan due May 1, 1961. 

(8)$100,000,000 in exchange for 3% loan due Dee. 1, 1961. 

()$100,000,000 in exchange for 3% loan due Dee. 1, 1961 

(8$75,000,000 in exchange for 3% loan due Dee. 1, 1961; $60, 000,000 in exchange for 3% loan due June 15, 
1962 and $40, 000, 000 in exchange for 3% loan due May i 1962. 

)$100,000,000 in exchange | for 3% loan due Dee. 1, 1961. 

(0)Tn exchange for 3% loan due Dee. 1, 1961. 


a eee in exchange for 3% loan due June 15, 1962 and $50,000,000 in exchange for 3% loan due 
May i, e 


Interest rates 


The average interest rate on the government’s unmatured debt at March 31, 
1962 was 3.91 per cent the same as at the end of the previous fiscal year. 


The yield on three-month treasury bills at tender on March 29, 1961 was 
3.21 per cent. It rose to 3.34 per cent on April 13, 1961, was 2.26 per cent on 
August 31, 1961 and rose to 3.12 per cent on March 29, 1962. 


The yield on six-month treasury bills at tender on March 29, 1961 was 
3.37 per cent. It rose to 3.49 per cent on April 13, 1961, was 2.53 per cent on 
November 10, 1961 and rose to 3.29 per cent on March 29, 1962. 


The following table shows the high and low yields together with the yield 
on the latest issue of three-month bills for the fiscal years 1957-58 to 1961-62 
inclusive, and for six-month bills for the fiscal years 1959-60 to 1961-62 inclusive. 
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TABLE 65 


Treasury Birt Yretps at TENDER 


ca et a a ta re re ee 
—w—oeeoaeaea=a=e=eoaaeeee——— Eee 


Fiscal year ended March 31 High Low Last issue 
eee (ee en ||P one en eee eran 
er cent er cent er cent 

Three-month bills— z : 

MOSS eis cnic.s Seis ais Siekereiole avec. cos sie ¢ sheen eee 4.08 OSH 2.27 

I eRGeorhh eee Ce ee ee EMER oho. ca cor eoskucee fe 4.30 0.87 4.30 

BD GO ste teiort cote cst cahere jenn ions «vai ¢ \o-cv sto eee ae 6.16 3.01 3.01 

DO Ger eos cis She othe Sra Sete cop, s:alinte ay nvel ce eee 3.95 1.68 3.21 

BY GZ egestas 1=,< brs cel s(st ree wis \psSiesove.«, s.e0016 6 occ OCR RO ee 3.34 2.26 (3.12 
Six-month bills— 

GO SIE ate aiecbis ioiore and oteuse Sra. + G0k-0, 8 bres Tobie eee NT Ee Oe 6.87 Se2o 3.23 
OE Tuer fe fas oc cibs wnias orsss evorg Areiyes ovo ie. os 5 ever eae ee 4.07 1.99 3.00 
DOO DeVito csi, acetie cies ,dhaisheisia.ntoiess. «are oreo eRe eos IE On cae 3.49 2.53 (3,29 


@At tender on March 29, 1962. 


AVERAGE INTEREST RATE ON UNMATURED DEBT 
As At March 3] 


6- Per Cent 6 

3 4 

2 2 

0 0 
1930 1935 1940 1945 1950 1955 1960 62* 
* Estimated S 


Indirect debt or contingent liabilities 


In addition to the direct debt set out in the statement of assets and liabilities, 
the government has assumed certain indirect or contingent obligations. These 
consist of securities of the Canadian National Railways, guaranteed as to 
principal and interest or as to interest only, and a number of miscellaneous 
guarantees, the chief of which are the guarantee of insured loans made by 
chartered banks and other approved lending institutions under the National 
Housing Act, 1954, deposits maintained by the chartered banks in the Bank of 
Canada, bank advances to the Canadian Wheat Board, advances under the 
Export Credits Insurance Act and bank loans under the Farm Improvement 
Loans Act. 

The government’s liability under its guarantee of loans under the 
National Housing Act, 1954 was $3,562 million at December 31, 1961 compared 
with $3,025 million at December 31, 1960. 
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TABLE 66 


Summary or Inprrecr Dest oR CONTINGENT LIABILITIES AS AT Marcu 31, 1962 


Amount 
outstanding 
——. March 31, 1962 
(estimated) 
$ 
Bonds and debenture stock guaranteed by the government— 
Railway securities guaranteed as to principal and interest— 
Canadian’ National 22% due Hebruany= 1 fl9G5s-. once emis ee ee mie tee 250,000, 000 
Canadian National 53% due December 15, 1964 ............. cece cece ee ee eee 198,981,000 © 
Ganadian National 3Oeidue January 3 aL OOOns. tec crave cttre ines seis tdiaierets ccc < eats 35,000,000 
Canadian National229;, due Jantary: 2 xlO Gita a1. <rarctetererale siemens cetelcuteretarers <icieittelaiels 50, 000, 000 
Canadian. National 44% due Aprilet 7 1967s <meta tee eetetnenete Vk oe cee 72,750,000 
Canadian National 524 due: May 15; 10680 een t ar ere eine einieicta cite hitter: 56, 400, 000 
Canadian National 22% due September LDPLOGS ee RRs eee ene. ek See 70,000,000 
Canadian National 24% due January 16, 1971 PRE om VR R EDO tne CEI RE Cini c 40,000, 000 
Canadian National 51% due Decem bergliam9 71 © ane. er ree een ns ae ee 19, 000 
Canadian National 32% due’ Pebruaryal, 1974... - jaccco. aus oahre tours mite ele eee 200, 000, 000 
Canadian National: 2297 dues, nero. 10 fomererae = .creemereicoriectae s state eto suaierare are 6, 000, 000 
Canadian National 595 due Miay 15s 1971: emer. <1 ere pee iene ecient tai aierses = eee Ie 85,950, 000 
Canadian» National 4°, die Bebniary aw lOSl oor. car cee arte a, aici asi teereisree 300, 000, 000 
Canadian National 52% duevJanuary 1, 1985). 9 eee sate c ccm eset ese cen ns 99, 500, 000 
Canadian. National 5%:due October Ta OSien. ect ae ceils cits e ietatelaie @ o.c )8 ol wis 171,500, 000 


1,636, 100,000 


Railway securities guaranteed as to interest only— 
Grand Trunk 57 debenture stock sperpetall one. sacieee me cioneysccr esses osenacers 51,442 


1, 636, 151,442 


Other outstanding guarantees and contingent liabilities— 


Deposits maintained by the chartered banks in the Bank of Canada................ 696,007,777 
Loans maintained by approved lending institutions under National Housing Acts 
prior’ $0. 1954 Acti. sharon sae ee eae ee aE oan Ss ec nS a od erodes Indeterminate 
Loans made by lenders under Part IV of the National Housing Act, 1954, for home 
CXLENSIONS ANG IMIPFOVEMIENUS: circ cece eee nines Cretne tigate stro ee ei cleke aaa. oe ine 9,131, 768 
Insured loans made by approved lenders under the National Housing Act, 1954..... 3,553, 231,426 
Guarantees to owners of returns from moderate rental housing projects.............. Indeterminate 
Insurance and guarantees issued or approved under Sections 21 and 214 of the Export 
Credits Insurance: Ath soccer eee ee SEES, Cee Tote oh ot kG Ricirescieee wh 352,614, 290 
Loans made by chartered banks under the Farm Improvement Loans Act......... 44,968,111 
Loans made by chartered banks under the Veterans’ Business and Professional Loans 
Ge Paco Boys aE eae Ae OT al arse amaiin ela len wise 129, 045 
Loans made by chartered banks and credit unions under the Fisheries Improvement 
TOSSA CE eG so sceesscatls hes suestcl yess fen MR oa as ROTO rs PR ie ety ty, eh cock em 127,790 
Loans made by chartered banks under the Prairie Grain Producers’ Interim Financing 
BSGES LOG oo rosacs docaladncteysoue eee eae ce Ee tsi ob Oca aed mea ean 32,789 
Loans made by chartered banks under the Prairie Grain Loans Act...............- oy let 
Loans made by chartered banks under the Small Businesses Loans Act............. 2,558, 227 
Loans made by chartered banks to the Canadian Wheat Board.................0-. 113,555, 146 
Loans made by chartered banks to the Canadian Wheat Board pursuant to the 
Prairie GrainvProvisional, Paymentacncu mea sanrni ereriiveecrda sisters) stele crass 10, 572 
Loans made by chartered banks under the Prairie Grain Advance Payments Act... 8,672, 245 


© The original amounts issued were as follows: 1964 maturity $200,000,000; 1967 maturity $75,000,000; 
1968 maturity $60,000,000; 1977 maturity $90,000,000; 1985 maturity $100,000,000; 1987 maturity $175,000,000; 
these amounts were reduced by $1,000,000, $2,250,000, $3,600,000, $4,050,000, $500,000 and $3,500,000 respec- 
tively through the operation of the company’s purchase fund and $19,000 of the 1964 maturity was exchanged 
for a like amount of 53% bonds due December 15, 1971. : 


7. SUPPLEMENTARY DETAILED TABLES 
REVENUES 
EXPENDITURES 
ANNUAL CHANGES IN LOANS AND INVESTMENTS 


UNMATURED DEBT 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 


(in millions of dollars) 


s 1961-62 
—- 1957-58 1958-59 1959-60 1960-61 (estimated) 
$ $ $ $ $ 
Tax REvENUES 
Income tax— 
PerponaliGy ses. BNE ees 1,499.8 1,353.5 1,566.6 dei 1,800.0 
Corporation “Oeeteess cee aoe 1, 234.8 1,020.6 1,142.9 1,276.6 1, 205.0 
On dividends, interest, etc., going 
APTOA. eee ee ee eee 64.3 61.2 73.4 88.2 115.0 
2,798.9 2,485.3 2,782.9 8,076.0 8,120.0 
Excise taxes— 
Sales tax Die: Oe coremceie ee 703.2 694.5 (B%efi 720.6 774.0 
Other excise taxes— 
Automobiles: “sevice oe eee (Pee) 59.3 64.3 59.6 25.4 
Beverages (soft drinks)............ 0.6 
Candy and chewing gum.......... 0.7 
Cigarettes, tobacco and cigars..... 142.4 148.0 185.5 193.7 2207. 
Electric power export............. 1.4 ie i 1.6 1.4 
Jewellery, watches, ornaments, etc. 5.3 5.6 5.6 5.9 ad 
Matches and lighters.............. 0.9 0.9 0.8 0.8 Ee 
Television sets, radios, tubes and 
phonographsearnntecetiseee: chee ta 16.9 17.8 17.8 15.9 17.6 
Toiletpreparations.... eee a. eee 6.3 6.8 lon 8.4 8.9 
Wines tee cae ena seeerone aeons 2.7 oa 320 ae 3.5 
Sundry COMMOAINES. .).0uees a sleee 1.4 fo 1.2 ibe’ 12 
Interest and penalties............. 0.6 0.5 0.6 0.8 0.5 
TFESS HETUING 8) oe. cisctee a cerca leone —0.7 —2.6 —0.4 —0.3 —11.0 
250.8 241.8 287.4 290.7 276.0 
@ustoms Import duties...c..+ss aennee 498.1 486.5 525.7 498.7 539.0 
Excise duties— 
DSPiritser dats Coe er ee oe 83.7 96.5 102.4 108.5 BEE 
BBY 1o1 A tr eisinic, CREASE nLite Oa PCIGOT KOR OE 88.2 83.1 90.7 91.0 95.6 
Cigarettes, tobacco and cigars....... 131.7 141.2 146.2 149.6 158.3 
CEN CESt een Aa ets ote hos Bea ee (3) (3) (3) (3) (3) 
Bess Tends recs cece ee ieas ee —3.5 —4.1 —4,1 —4.2 —4.6 
800.1 816.7 835.2 844.9 $63.0 
Hatatewax Way. anne oe tee one neines 71.6 72.6 88.4 84.9 85.0 
Miscellaneous tax revenue............. OF! (3) (3) (3) 3) 
Potal tax revenues.....en 6. 6-6. 4,622.8 4,247.4 4,752.3 5,015.8 5,157.0 
Non-Tax REVENUES— 
Post ofice—net postal revenue........ 152.9 To te5 167.6 173.6 180.0 
Return on investments................ 169.4 221.2 239.7 283.8 305.0 
Other Bee SOS PO eee So 103.7 128.6 130.2 144.5 130.0 
Total non-tax revenues.......... 426.0 507.3 537.5 601.9 615.0 
Toran REVENUES woes... 4uie oe om 5,048.8 4,754.7 5, 289.8 De Oligan Sige. 0 
Excluding tax credited to the old age security fund— 
1961-62 
1957-58 1958-59 1959-60 1960-61 (estimated) 
Personal mncome taxon chee eee 135.0 146.4 185.6 229.4 259.0 
Corporation mcomie tax. pc escccdeucis tos ce cls 60.7 55.3 91.3 103.5 100.0 
Sal SS Tae te soccer aan ee omer 175.8 173.6 270.0 270.2 290.0 


)Net after deduction of refunds and drawbacks as well as transfers to the old age security fund. 
(8)Less than $50,000. 
Tncludes duties levied under the Dominion Succession Duty Act. 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


(in millions of dollars) 


a 1961-62 
1957-58 1958-59 1959-60 1960-61 (estimated) 
$ $ $ $ $ 
AGRICULTURE— 
Administration and general........... 2.6 3.6 3.6 4.4 5.2 
Agricultural products board—net oper- 

atingdloss. cays at eee ate 4.9 
Agricultural stabilization board—net 

operating loss..... SF AS SIO OTE eae ore 6.0 15.0 B17 53.4 23.0 
Assistance re storage costs of grain.... 33.3 88.4 42.3 48.2 49.0 
Board of Grain Commissioners........ 6.3 6.1 6.1 6.3 6.5 
Prairie farm emergency fund—deficit. . 5.9 17.0 1255 9.2 49.5 
Production and marketing branch..... 20.3 23.2 25.4 29.3 34.0 

Contributions to Alberta, Saskat- 

chewan and Manitoba—unhar- 
'VEStEdICEODS'11.. 3. le eee otce 4.7 1.4 
Payments to western grain producers. 41.3 40.5 40.5 
Freight assistance on western feed 
PTAs ys Ae Bs ceo 17.5 20.0 23.8 19.2 16.7 
Premium on hog and Jamb carcasses 
cas ° for export to United King- 
ARETE ORE ER Taare Sete: 5.5 6.9 8.2 6.6 dee 
Rehabilitation and reclamation 

Projects: L Pas oo cles ee 12.5 13.5 17.6 20.2 26.6 

Research brarich ss oteee eee oes ee 22.0 23.6 25.6 26.2 26.2 

181.9 208.6 227.6 264.9 289.38 

ATvToMIc ENERGY SteG...0 sore aon see ae 21.6 26.1 80.1 38.9 35.3 

AvupiToR GENERAL’S OFFICE............. 0.8 0.8 0.9 0.9 1.1 

Boarpd or Broapcast GOVERNORS....... 0.1 0.2 0.3 0.3 
CANADIAN BROADCASTING CORPORATION — 
Grants toward the anticipated operat- 

ing deficit and capital expenditures 

of the radio broadcasting and _ tele- 

VISION SCEVICES#s coher een eee 24.4 50.3 61.9 64.9 75.3 
International service...............05: 1.8 1.9 2.0 1.9 IY 
Payment from the consolidated rev- 

enue fund of amounts equal to taxes 

collected under the Excise Tax Act 

in respect of radio and television sets 

and equipmenltran ne wee en eee 16.8 9.8 

48.0 62.0 63.9 66.8 77.0 
Orrice oF THE CHIEF ELECTORAL OFFICER. 13.6 3.2 0.3 0.6 0.3 
CiTIzENSHIP AND IMMIGRATION— 
Administration and general........... 1.9 2a Poy! 2.4 2.6 
Immigration) branch eesti ter 22a1 14.4 ba Ways 12.3 12.5 
Indian affairs branch................. 27.8 36.4 41.1 46.4 51.0 
61.8 62.9 64.9 61.1 66.1 
Crvit SERVICE COMMISSION.............. 3.2 3.5 Dall 4,2 4.7 
DerreNnce PRODUCTION— 
Administration and general........... 10.2 12.1 15.0 18.6 22.4 
Production capacity and capital assist- 
ance to defence industry............. 4.8 1.8 2.6 1.8 2.3 
16.0 18.9 17.6 20.4 24.7 
EXTERNAL APFAIRS Sic cces ee oes eas othe 15.7 17.0 16.9 19.4 22.0 
Contributions to international economic 

and special] aid programs............ 38.0 40.0 67.2 66.8 61.0 
Other payments to international or- 

ganizations and programs........... 6.7 18.8 ose 16.8 12.0 

60.4 75.8 97.2 103.0 96.0 
FINANCE— 
Administration and general........... 7.6 10.2 10.8 19.9 19.6 
pete of the Comptroller of the Treas- 
Pee ey Oe ee ee 5. is ee Ae 17.5 17.9 18.2 19.8 21.6 
Grants to Canada Council. ....-.<-..- 100.0 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


1961-62 


— 1957-58 1958-59 1959-60 1960-61 (estimated) 


| | 


$ $ $ $ $ 
Finance—concluded— 
Grants to municipalities in lieu of taxes 
On tederal MrOpPEruy....cck ge ve odes eee begets: 21.9 2266 24.5 24.7 
| 


Grants to universities............0.00% 16.6 25.5 26.1 19.0 
Government’s contributions, with re- 
spect to the superannuation ac- 


count— 
Gener all write. cine be ME teen 33.8 Ola 40.0 41.4 46.9 
DECIBEL tie ee cielo iacre sree Me ke hore Goan 44.3 

Payments to provinces— 

Statutory subsidies. ..05. 2801... nek 20.6 20.6 20.8 20.7 23.5 
Tax-sharing arrangements, 1956 act.. Boo 423.1 485.4 504.9 502.7 
Transfer of certain public utility tax 

RECEIP tare. eis ens Monee Oe Li 7.4 8.7 4.8 4.2 6.4 
Transitional grant to Newfoundland 1.4 1.0 0.7 0.3 
Additional grants to Newfoundland. . 13.6 ie Gad 8.0 

Premium, discount and exchange...... 0.2 

Public debt charges— 

Interest on public debt.............. 539.2 606.6 735.6 756.7 804.0 
Cost of issuing new loans and annual 
amortization of bond discounts 

and COMMmMISSIONS{0:. 9b eee nen 20.5% 40.8 47.3 40.2 34.9 

Servicing of public debt............. 0.5 0.6 0.5 0.7 0.8 

1,187.4 1,228.2 1,420.2 1,460.0 1,612.4 

HISHER IES Gs APE Bi Sere daa terte PIBlois Geeta ae 16.4 17.5 19.9 19.2 24.3 

HORWSTR Yt: acer tee Asics sce ete ete on 9.6 9.8 9.9 10.1 15:1 
GOVERNOR GENERAL AND LIrUTENANT- 

GOVERNORS riot. «ata bemiarsnnie enemas 0.4 0.4 0.4 0.4 0.5 
TEN SUVANGR Re ive aieicts ci sich kevecereen eae ae 1.2 tz 1.3 1.4 
JP USTICH Sey Ma ett os axel ee Sectaatens oe aae 7.2 7.6 8.1 8.6 9.7 

Office of the Commissioner of Pen- 

ICONCIATIOS 9. teks s fe ee ee ec eines wee 127 16.7 19%; 19.1 25.0 
19.9 24.8 27.8 Priaai EY SUE 
Pt OUR age arte ne 6S cikare ie petoet mae ec Oe 10.2 14. 2151 24.1 85.4 


2 
Government annuities—amount _ re- 
quired to maintain reserve.......... 12 0.2 
Unemployment Insurance Commis- 
SiGU—— Foren oso ae tama nae 
Administration and general......... ee 
Government’s contribution.......... 37.8 
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LxEGIsLATION— 
House of Commons... teens cos 404 
Labrary of{Parisament :ten ane scs cee 
PSLSSTEA Cc Pica St aint: Aare, fetes Seamewene if 
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MINES AND TECHNICAL SURVEYS........ 
Dominion’ CoaljBoard! = ak oo. esactee 
Emergency gold mining assistance... . 
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NaTIONAL DereNnce— 
Defence forces, army, naval and air 
BOL VICOS foe. ics Oe ere oe ere 1,415.0 1,222.7 1,397.1 1,406.0 
Defence research and development.... 78.7 : 41. 
Government’s contributions with re- 
spect to Canadian forces superan- 


1,496.5 
42.9 


NUAFION ACCOUMbEn 1... pees eons ae 49. 
Mutual aid to NATO countries........ 118. 
Pensions—payments under Defence 

Services Pension Act..............- 5. 
Other 


ee 


mo an 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 


FOR THE LAST FIVE FISCAL YEARS—Continued 


NationaL HrartH AND WELFARE— 
Administration and general........... 
National health branch— 

General health grants............... 
Government’s contributions under 
the Hospital Insurance and Diag- 
nostic Serviees Act. ssscsn 5.00 oc 


Welfare branch— 
Family allowancescpracnon. ssc o 
Old age assistance, blind persons and 
disabled persons allowances....... 
Old age security fund—deficit....... 
Unemployment assistance........... 
Other... Fo Rtee sateen seine cee oie 


Nationat ResparcH Councit, including 
the Medical Research Council......... 


NATIONAL REVENUE. coon os cannes 


NorTHERN AFFAIRS AND NATIONAL RE- 
BOURCES TTS There one ttae cere cere 


Privy Councin, including Prime Min- 
ister’s: OMicera. pence ene ono 


Pusuic ARCHIVES AND NATIONAL LIBRARY 
PuBLic PRINTING AND STATIONERY...... 


PUBLIC WORKS Steet eto ee toe 
National Capital Commission......... 
Trans-Canada highway contributions. . 


Royat CANADIAN Mountep Potrics...... 
SECRETARY OF STATE........0c0cccceseces 


TRADH AND COMMERCE. o.5.-0sesc0e+- 0: 
National Energy Board............... 


TRANSPORT— 

Administration and general........... 
Air BerviCes!s jcc as poske scene ces 
Canadian Maritime Commission...... 
Canal SGrVicest ...2a eee tie secre severe oes 
Marine services .cisch nae eee ueee 

Non-active assets— 
National Harbours Board........... 
Railway and steamship services....... 

Deficits— 

Canadian National Railways...... 
Canadian National (West Indies) 
Steamships lite. «sewer eee 
North Sydney—Port aux Basques 
ferry and terminals............. 
Prince Edward Island car ferry 
Hd HernOInAl ses <a see cmaetectoete eos 
Yarmouth—Bar Harbour ferry 
SOY VICGs o-aaisn micareratalateye sisyotatatsre) «ies 


(in millions of dollars) 


1957-58 
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474, 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(in millions of dollars) 


ae 1957-58 | 1958-59 | 1959-60 | 1960-61 | (, Popa 4) 
$ $ $ $ $ 
TRANSPORT—concluded— 
Freight Rates Reduction Act....... 7.8 20.4 20.0 
Interim payments related to the rec- 
ommendations of the Royal Com- 
mission on Railway Problems..... 50.0 
Maintenance of trackage............ 7.0 7.0 7.0 7.0 7.0 
Maritime Freight Rates Act........ 12.6 13.1 14.3 14.1 12.3 
Contribution to the railway grade 
CLOSSINO LUN Cama e eee sae 5.0 15.0 15.0 15.0 10.0 
Trans-Canada Air Lines—deficit...... 2.6 6.5 
206.7 288.8 296.6 886.4 416.4 
VETERANS AFFAIRS— 
Administration and general........... 6.2 6.3 6.4 6.7 6.9 
Hospital accommodation, additions, 
alterations and improvements....... Be 8k GB 4.5 6.1 Deo 
IPONSIONS bare orctiinns crs en Oz oes ee 145.6 150.7 149.7 150.7 177.6 
Provision for reserve for conditional 
Dene tS tout omer r soma’ surrioe Baa 4.4 BING: 3.4 One 
Soldier settlement and veterans land 
GUS: 5c eer en ais GS aysyen siete avenue Braue 5.6 5.4 yee 5.2 4.7 
Treatment and welfare services....... 56.4 56.1 52.6 52.6 53.2 
Veterans allowances, treatment allow- 
ances and other benefits............. ddel 60.4 63.2 64.7 81.0 
War service gratuities and re-estab- 
lishment credits... ob cos cease es oe 1.8 Pa D4 2.9 2.9 Qee 
277.2 288.8 288.3 292.8 834.1 
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST FIVE 
FISCAL YEARS 
(in millions of dollars) 


S—SSS—S———S——SSSSS 
ie 1957-58 1958-59 1959-60 1960-61 1961-62 


(estimated) 
ee ee eee ee 5 See! 
$ $ $ $ $ 
Loans to, and investments in, Crown cor- 

porations— 

Atomic Energy of Canada Limited.. One 2270 0.6 135s 2.6 
Canadian Broadcasting Corporation. —0.3 —27.0 3.0 

Canadian Commercial Corporation. . 2.0 1.0 

Canadian National Railways........ —10.7 199.5 — 261.4 —116.5 76.4 
Canadian National (West Indies) 

Steamships Limited............ —0.2 —0.3 —0.2 —1.0 
Canadian Overseas Telecommunica- 

tion Corporation................ 0.3 0.3 9.6 9.1 2.7 
Central Mortgage and Housing Cor- 

DOLAUILON tees Pea ore 10725 335.6 pallayail 192.0 198.0 
Export Credits Insurance Corporation 8.0 
Farm Credit Corporation........... 14.3 22.0 28.5 40.1 54.0 
National Capital Commission....... 2,1 5.0 10.7 7.4 9.3 
National Harbours Board........... 1b Us| 20.2 15.8 11.4 6.6 
Northern Canada Power Commis- 

SOL Meee METRE tro k aia ak Ong “83 12.9 5.4 5.2 
Northern Ontario Pipe Line Crown 

Corporationeece ens eee 70.5 42.8 8.0 2.2 —2.9 
The St. Lawrence Seaway Authority (D99,2 (106.1 (033.1 24.0 10.0 
Trans-Canada Air Lines............. 2.5 1.0 ila) —2.2 
Other cece eh oir lain cian 0.1 —0.1 0.1 —0.1 

803.8 C16 sh 176.6 181.0 867.6 
Loans to national governments— 
United Kingdom— 
The War Appropriation (U.K. Fi- 
Mancime) Ach: 1942). oss ae see —30.0 —22.5 
The United Kingdom Financial 

Arreement Ach 1L946..0nm.n<e is (2)44,2 —16.1 —16.4 —16.7 —17.1 
Export Credits Insurance Act....... —19.9 —17.9 —17.9 —15.2 —15.2 
Special loans to Colombo plan coun- 

tries to finance the purchase of 

wheat and flour from Canada.... 16.2 18.3 0.5 —3.5 —5.0 
<OXELERE eih a cary eR Rte ee es —1.1 —0.8 —0.6 —0.9 —1.1 

WER4 —89.0 —84.4 —86.3 —88.4 
Other loans and investments— : 
Subscriptions to capital of, working 
capital advances and loans to, 
international organizations— | 
Canada’s subscription to capital 
of— 

International monetary fund..... 5.0 —2.6 235.4 15.0 19.0 

International bank for recon- S3 se 

struction and development. . ‘ : 

International development asso- 5 ate 79 

ee ACG COREE Sr ageene ah : ; 
orking capital advances and loans x - 

to international organizations.... —0.2 ioe ae mpeg ahs 
Loans to provincial governments.... (31.0 25.5 - 

Balances receivable under agree- 2.9 3.1 3.9 aes 

ments of sale of Crown assets.... —4.4 —2. 5 10-7 173 
Old age security fund.............- rt —1.5 A i 
Unemployment Insurance Commis- 67.0 ~67.0 

AGL oSe ROL eM ocsed cs acuconan she 
Veterans land act advances.......... Se ort 4 A ue 23 

WH EVENS ony te Dee Eno OPEC TRC 61 20.4 951 : 87.7 — 47.6 
Net total of changes in loans and oT 281.6 
RINVCRUMMOMUS tenn s saietinisriesileer 319.3 698.1 392.6 232 
__ 2 ae i ee ae 
@ Includes deferred interest. 
() Deferred interest. b Le , 
(3) $4 alin in overpayments to provinces arising out of 1952 tax rental agreements offset in part by 
nts of $3 million. ate ‘ ; rtb 
“lee Aah at oe million to New Brunswick in respect of the Beechwood Power Project offset in part by 


repayments of $4 million on other loans. 


Government 
Publications 
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UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 31, 1962 
AND THE ANNUAL INTEREST THEREON 


Payable in Canada— 
[oat OF TOG wens aces ee tec cate eeln ces 
TiGett OF TO BO es <scc.cscie «ectly ates tie a csicte Sette 
TOBT OL LOG Latcra:g.cochege bistecemasrh ace actocts ee 0a 
Canada savings bonds 1951............. 
Loan of 1959 
IOAN OL LOGO. pasrerae aecthare ease oie eo chele either ins 
O90 OL TOG oA vc hath sPetege ses casa ae As 
TO ADtOL LOO te. sce a ctetinrete eine a eek ere ae 
Bosn of 1960 saetecxc tarot cae en meaks 


Loan Of 196lcaa.. «.scotus eh. «ase dete 
Canada savings bonds 1952............. 
Hight wictorys LOAN sa-tilaeic as silo cte eevee 
Loan’ Gt VOGOR.. «anaes. sek anes oreo: 
TWOdD OF LOGTs ac. cat yac teehee ce ee eae 
ASO ANCOLMOOL scscac a yreteste ae cies ei eee 
oan-of L9G 2 oan tumetes een cere 


re 


Canada savings bonds 1958............. 
Ninth -vielomy LOAN. jcecerier.s <e oer aes 
Canada savings bonds 1954............. 
oan Of LOGI ae... ante aise Coke sheen ee 
OS OF ROBT cam, ccc anks Shee esc heoe ae 
Canada savings bonds 1955............. 
TOAMGOL UO Olliepecies ax alee trie a eleete a ooeer 
Refunding loan Of 19500. 6 .a. se. sche os 
Canada savings bonds 1959............. 
TiGAan.Ol, HOGD. cre crusade see sierac oer eee 
Canada savings bonds 1956............. 
Loan of 1958 
Canada savings bonds 1957............. 
Canada savings bonds 1960............. 
Canada savings bonds 1961............. 
Conversion loan of 1958.04... sca. 6 sects 
Canada savings bonds 1958............. 
N Bagh ou(ayqul OS Me Eee eG Sars cee aoe. ae San 


Conversion loan of 1956.50....0.200e0e: 
Loan of 1936 
Three-month treasury bills............. 
Six-month treasury bills............... 
Special non-marketable bonds (U.I.C.) 


oc a 


Payable in London— 


osn Of 1933/34 cinco tiers stam orstaravarerioe's 
POAT OL LOSS see castes elemeeaecncs sea alae tete Ges 


Payable in New York— 


Whos ot 1940 csi. flee lanes cine eer 
Loan of T950.<. ase ccw eerecc wearers 


eee eee 


oreeee 


ee eeee 


Date of 
maturity 


Rate 
per cent 


=| 
0g 
— 
SOU et et et 
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o 
ie) 
Soe ah 
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1963 


~) 
QO 

@ § 
ba 


icv) 
ie) 
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i=] 
IS 
eee 


—_ 
oO 
I 
co 
Ca 
ee) 
i=} ° 
a 
— 
Preheat het et bk Ct Oe et ek OT ek et eh ek et et et OT et et Re et 


1983 Sept 


5| 1998 Mar. 15 


Perpetual 


1963 July 
July 


—s 


1974 Sept. 1 
1975 Sept. 15 


co comico RO tea bolt 


oo 


WW PWOWWOTP PPP PWWOPD POOP POCO WR OO 
La a oe en a ca lo en es a a el a al cl ll penn ar See abe 


(2)3.12 
(2)3 29 
3% 


2} 
23 


Amount Annual 
of loan interest 
$ $ 

100, 000, 000 3,000, 000 
190,000, 000 5,700, 000 
335, 000, 000 10,050, 000 
(@) 24,398, 250 853, 939 
291,821,000 16,050, 155 
140, 000, 000 5,950, 000 
375,000,000 |} 18,125,000 
100, 000, 000 4,000, 000 
448,072,000 24, 643,960 
300, 000, 000 8, 250, 000 
175, 000, 000 4,812,500 
( 26,539,950 995, 248 
223,020, 200 6,690, 606 
300,000,000 | 12,000,000 
360,000,000 | 14,400,000 
250,000, 000 8,125,000 
240,000, 000 9, 600, 000 
1, 265,890,600 | 47,470,898 
GQ) 90,721, 250 3,402,045 
245, 202, 200 7,356, 066 
@ 53,397,400 1,735,415 
175, 000, 000 7,875,000 
100, 000, 000 4,250, 000 
Q@) 51,732,400 1,681,303 
100,000,000 4,250,000 
308,581, 000 8,485,978 
(@)1,117,117,950 | - 47,477,513 
80,000, 000 4,400, 000 
@ 89,819,650 3,143,688 
200, 000, 000 7,000, 000 
(663,857, 100 81, 533, 212 
(1685, 889, 700 27,435, 588 
()988 , 958, 000 42,030,715 
1, 287, 228, 800 54,707, 224 
(251,529, 800 10, 690, 016 
122, 631,000 6,744, 705 
928,000 51, 040 
250,834, 500 S$. LOZ, 12k 
216,358, 500 8,113,444 
351, 271, 500 11,416,324 
2,027,929,450 | 91,256,825 
198, 130,000 7,429, 875 
55,000, 000 1,650,000 
1, 235,000,000 | 387,791,000 
650, 000, 000 21,125,000 
53, 000, 000 1,987,500 


16,794, 860,200 | 658,888,903 


(330,010, 702 900,321 
(3) 1,978, 362 64,297 
31,989, 064 964,618 
(60, 206, 000 1,655, 665 
(937,969, 000 1,044, 148 
98,175,000 2,699,813 


16, 925,024,264 | 662,553,334 


Nors—Where various rates of interest are applicable during the term of a loan the interest rate in effeot 


at March 31, 1962 has been used. 


@® Estimated. 


(@) Rate of discount at tender on March 29, 1962, 


() Conversion rate $2.80= £1. 
(4) Conversion rate $1 Can.=$1 U.S. 
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